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P R E F A C E 
The Industxial Jf'inance Corporation of India (IFCI) 
has been a 'Pioneer' in tinancing the industrial growth 
in our country. It plays a farmidable role in the devel-
opment of economy by strengthening the financial base of 
industries* Bhe IFCI did much finance/traditional 
industries such as sugar and textiles but recently the 
range of its activities has widened a great deal. It 
now finances the major industries including chemical 
petrochemicals and engineering industries. Its assis-
tance to the cooperative sector has also been convnsndable. 
The IFCI offers rupee loans as well as foreign currency 
loans convertible in various important currencies of the 
world, the facilities of under writing and direct subs-
criptions, the guarantees for deferred payments and loans 
negotiated both at home and abroad, the equipment finan-
cing, equipment leasing eind the sixppliers' credit, to a 
wide variety of projects in the medium and large scale 
belonging to the co-operative and corporate sectors. 
The IFCI has been successful in synchronising our 
lending and investment policies with the objectives, goals 
and targets of the 2con<Mnic Plans. The IFCI has comple-
ted its 40 years on the 30th June, 1988 with total sancti-
oned assistance of Rs.5,306 crores covering 2,857 projects, 
spread over a wide variety of industries. 
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In the present work^ entitled "The Study of Orga-
nisation and Working of Industrial Finance Corporation of 
India* (IFCI), an attempt has been made to project and 
highlight the Importance of the IFCI which plays an impor-
tant role in the balanced and integrated socio-economic 
development of the countyy. The pattern of investment of 
the IFCI has been analysed and compared with other term 
lending institutions like ICICI, UTI, LIC, IDBI, SFCs etc. 
THE PLAN OF WORK t 
The present work has been divided into four chapters. 
In the first chpter an attempt has been made to study the 
historical development of Institutional Financing in India, 
The chapter deals with evolution of t^rm lending institutions 
and its role in the advancement of different sectors of 
economy. 
The second chapter is devoted to an analysis of the 
organisational structure ani working ^ performance of the 
Industrial Finance Corporation of India (IFCI). This chap-
ter brings about the concept, principles and Investment 
criteria of the IFCI, 
The third chapter compares the investment policy of 
the IFCI and other financial Institutions, like the UTI, 
the IDBI, the ICICI etc. 
Ill 
The fourth chapter confutes the main findings and 
cdnclusions of this study* 
RESEARCH METHODOLOGY « 
In the present study I have mainly relied on the 
secondary source such as Journals^ reports* periodicals 
statements* government publication etc. for making an 
examination^ analysis and interpretation of the data. The 
information arid data so collected were systematically 
arranged analysed and interpreted for arriving at certain 
conclusion with regard to investment policy of the IFCI and 
its all round development and growth in the context of 
Indian Econ^ tiic scene. 
The Statistics relating to the various aspects of the 
IFCI have been derived from the annual reports and accounts 
of the IFCJ. The work of presentation of statistics, their 
analysis, their interpretation, the derivation of conclusions 
and th»formulation of policies for future guidance has been 
done for the most part on the basis of official data. As 
a result this study may have some limitations as the cent 
per cent authenticity of the secondary sources can not be 
ensured. 
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CHAPTER - 1 
EVOLUTION OF INSTITUTIONAL FINANCING IN 
INDIA 
Industrial development of a country, to a large 
extent^ depends on the supply of finance which is descri-
bed as the life blood of industry. In a developing econo-
my, however, lack of finance is not the only deterrent to 
economic development* Even when finance is available 
other importamt factors like imperfections in the informa-
tion flow and dearth o f entrepreneurship may cqme in the 
way of industrial and economic development. Hence it is 
necessary to make finance and other development assistance 
in a package to take the dormant and developing economies 
to the take off stage. The present 'trend, therefore, is to 
set up development banks or financial institutions for provi-
ding different types of facilities for industrial develop-
ment* This chapter examines the historical back grovmd of 
the development of term lending or financial institutions 
v^ich play a significant role in the field of industrial 
development* 
The concept of development banking is not very old. 
Genesis of banking could be traced to the history o f mankind 
from times iitraeroorial* Development banking or institutional 
financing came to be recognised as a mechanism of economic 
development and as in instrument of change which could 
respond effectively to emerging socio-economic compulsions. 
The establishment of International 3ank for Reconstruction 
and Development (IBRD) in short the World Bank in 1945 
following the deliberations of the United Nations Monetary 
and Finance Conference held at Bretton Woods (U.S.A.) was 
perhaps the first successful global endeavour in the field 
of development banking. 
The first world war had focussed attention on the 
need for developing the industrial potential of India, 
Accordingly an industrial conmission was appointed in 1916 
for examining and reporting upon the possibilities of fur-
ther industrial development in India and the means tor achie-
ving the same. The need for a specialist institution for 
catering to the long term financial needs of the industries 
was being felt for long. Though the commercial banks in 
India had indulged in long term industrial financing but 
the result had not been encouraging. The practice of provi-
ding long term credit to industries during the Punjab 
Swedeshi Movement between 1906-1913 had ended in a severe 
banking crisis of 1913-1915. The Bengal National Bank had 
already ccme to grief largely due to long term credits 
extended by it to industries. Even the eight industrial 
Banks* including the Tata Industrial 3ank, which were 
established during 1917 to 1923 in the wake of the tirst 
post war boom, could not produce encouraging results and 
they had to be closed. In the circumstances, commercial 
banks generally eschewed providing medium and long term 
industrial finance. The Industrial Commission of 1916, 
therefore, recommended the appointment of an expert commi-
ttee to consider the additional banking facilities were 
necessary for development of an industrial atmosphere 
in the cotmtry. 
In 1931, the Central Banking Enquiry Committee, which 
examined in detail the entire banking system of the country, 
made a strong recoBunendation that "effort should be made 
to start an industrial bank or banks to supplement the 
existing facilities for financing of industries. The comm-
ittee while not ruling out the tormation of an All-India 
Institution thought that the balance of advantage lay in 
the creation of Provincial Institutions. However, nothing 
cocixd be done due to the out-break of tha second world war 
and it was only on the 21st April,1945 that the statement 
on Industrial Policy issued by the then Govt, of India reff-
ered to the need and suggested the setting up of an industrial 
investment corporation in connection with the post-war 
industrialisation and rehabilitation schemes of the 
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country. 
1. Saxena, G.s. Industrial Finance Corporation of India 
Growth and Development, Viva photolithographers. 
New Delhi, 1988, P.12. 
2. Ibid. P.12 
Subsequently^ the general purposes committee app-
ointed by Plcinning and Development Department of the 
Govt, of India, decided that the question of promotion of 
an Industrial Investment Corporation should be examined 
by the Ministry of Finance in consultation with the 
Reserve Bank of India. In formulating the model, the pro-
files of special financial institutions set up in other 
countries like France* Japan, Finland, Hungary, Poland, 
Australia, Canada, the U.K. the U.S.A. etc. were to be pro-
perly seen. It was suggested from the Reserve Bank's side 
that the most suitable institution in the Indian context 
could be a corporation owned by the Goverwnent, the Resexrvc 
Bank of India, institutional and other investors. Based 
on the comments received from the Central Government, the 
Reserve Bank of India prepared a draft bill for the estab-
lishment of Central Industrial Finance Corporation and an 
Act was passed in 1948 for the establishment of the 
Industrial Finance Corporation of India for accelerating 
the development of the large, medium and small scale 
industries by providing financial and various other develop-
ment assistance required. At present there are four 
institutions the Industrial Finance Corporation of India 
(IFCI), Industrial Development Bank of India (ID8I), 
Industrial Credit and Investment Corporation of India(ICICI) 
1. Saxena, G.S, Industrial finance Corporation of India, 
Growth and Development, Op. Ctt. P.13. 
and Industrial Reconstruction Corporation of India (IRCI) at 
the national level. At regional level thsre are 18 state 
Financial Corporations (SPCs) and 22 State Industrial Devel-
opment Corporation (SIDCs) and State Industrial Investment 
Corporation (SIDCs). Jf'or proyiding exclusive assistance to 
the small industries, there are the National Small Industies 
Corporation at tne national level arid Small Industries 
Development Corporations in the States. Apart from these 
development banks, industries in India are financed by 
institutions like Commercial banks. Industrial Cooperatives, 
Unit Trust of India (UTI)Life Insurance Corporation (Lie) 
and investment companies. 
The Industrial Development Bank of India (IDBI) was 
established on July 1,1964 under the Industrial Development 
Bank of India Act as wholly ovmed subsidiary of the Reserve 
Bank of India. The most distinguishing feature of the IDSI 
statute is that it has been assigned the role of the prin-
cipal financial institution for co-ordinating in confinnity 
with the national priorities the activities of the institations 
engaged in financing, promoting or developing industry. The 
authorised share capital of IDBI was raised in May 1980 
from Rs. 100 crores to Rs. 200 crores by a notification 
of Government of India. 
1. Cherurallam, Francis, Industrial Finance, Himalaya 
Publishing House, Bombay, 1987, P.126. 
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The IDBI has Its Head Office at Bombay and five 
Regional Offices located at Ahraedabad (Western Region) 
Calcutta (Eastejcn Region) Guwahati (North-Eastern Region) 
Madras (southern Region) and New Delhi (Northern Region)• 
Besides, the Bank has eleven Branch offices at Bangalore, 
Bhopal, Bhubaneshwar, Chandigarh, Cochin, Hyderabad, Jaipur , 
Janmu, Kanpur, Patna and Shimla. 
The Industrial Credit and Investment Corporation of 
India (ICICI) was set up in 1955 to encourage and assist 
Industrial Development in India, ICICI's authorised capi-
tal is Rs, 50 crores, of which Rs. 5 crores in equity 
shares of Rs« 100 each was originally issued and paid up. 
The main objectives of the ICICI are as under :-
i) Providing assistance in the creation, expansion 
and modernisation of Industrial enterprises. 
li) Encouraging and promoting the participation of 
Private capital, both internal and external, in 
such enterprises. 
iii) Encouraging and promoting industrial investment 
and the expansion of investment market. 
1. Cherunilara, Francis/ Industrial Finance, Op.Cit P.135 
INDUSTRIAL RgCONSTRUCTION BANK OF INDIA (IRBI) : 
The Industrial Reconstruction Corporation of India 
IIKCI) which was established in 1971 with the main objec-
tive of assisting the revival of sick units was replaced 
by Industrial Reconstruction Sank of India (IRBl) in 1985. 
The IRBI has to function as the principal all India Credit 
and Reconstruction Agency for industrial revival/ assisting 
and promoting Industrial Development and Rehbilitating 
Industrial concerns. 
The State Financial Corporation Act 1951 enables the 
State Governments to setup state Financial Corporations to 
function as regional development bank* making a significant 
contribution to the Industrial Advancement of their respec-
tive States. Today, there are 18 such SFCs functioning in 
the country. The SFCs are meant to finance small and medium 
scale industries• 
INDUSTRIAL FINANCE CORPORATION OF INDIA (IFCI) i 
The Industrial Finance Corporation of India (IFCI) 
was Set up in July I9tt8 by a special enactment to provide 
medium and large-term credit to large scale industries orga-
nised as public limited companies or co-operative societies 
incorporated in India, engaged ©j^ , proposed to engage^, in 
manufacturing, preservation or processing of goods, mining. 
generation and distribution of electric power, or any form 
of power transport shipping and hotel industries. Small 
scale Industries, sole trades and partnership concerns 
are ineligible for loans form the corporation as they are 
intended to be covered by the State Financial Corporation 
(SPC's). Today, IFCIs role extends to the entire industrial 
spectrum of the country. 
The main features of these development banks or finan-
cial institutions are as under j-
a) They provide only medium and long term credit to 
large scale industries. 
b) Financial assistance is given to pxiblic limited 
companies or co-operative societies also»Develop-
raent 3anks usually explore more vigorious and 
dynamic approahes towards locating new centres 
suitable for industrial development in under-
developed regions and they identify new enterp-
reneurs for promoting projects, 
c) Development banks work towards a fully integrated 
banking function providing full range of servi-
ce with a n\amber of closely affiliated banking 
institution. 
1. Kharadjon A.G. Third Silver Jubilee Memorial Lecture on 
the development Bank in a Fast Developing Economy, 
Industrial i;inance Corporation uf India, New Delhi, 
PP,23-24, 
3 
d) Development bahking is an agency of socio-economic 
development. New Directions of need of more effeefe* 
ive action toward greater edonomic guilty and alle-
viation of the lot of the poor aemands 'of growth 
and social justice and better distribution of inco-
mes should become paxrt of frame-work of policy for 
development banking which much develop the system 
as a whole. 
e) Investment and merchant banking functions are 
secondary to developmental function of these 
institutions. 
f) The function of development banks tradionally 
has been fhe financing of development projects 
including underwriting of equity and guaranteeing 
of obligations. Thisfinancing function^ has been 
considerably facilitated by way of contribution to 
developments banks, capital, loans/low interest 
rates government guarantees etc. The success of 
development banks depend in part on their progr«« 
ess toward self reliance as institutional mechanism 
for organisation of resources for new projects. 
• Kharadjon, A.S, Third Silver Jubilee Memorial Lecture 
on the Development Bank in a Fast developing Economy, 
op.cit. P.55-56 
g) Development banks are grassroot institutions having 
intimate knowledge of the functioning of theeconomy 
and its growth requirement in general and of indiv-
idual enteirprises, so they can advise government and 
other appropriate agencies about policies, procedures 
and pre-requisite s for accelerated growth, 
h) The institutional agencies that provide finance carary 
out a well planned appraisal of the projects submitt-
ed for financial assistance and are able to suggest 
improvements in techniques of manufactures, colla-
boration arrangements etc, 
i) They keep a close watch on the progress of production 
and working of the cQffipanies concerned. They also 
send teams oftechnical and finncial e3q>erts to 
2 
Visit the factory site for inspection on the spot, 
j) The financial institutions also have a right to 
nominate directors on the boards of directors of 
the assisted companies. This insures that the 
companies would be under the constant vigilance 
of the institution, 
k) The most important characteristic of financial 
institution in India is their being predominantly 
Government controllea. No aoubt, in the developed 
1, Baig« Nafees, Institutional j^inandug in India, The'Jour-
nal of Commerce, Facultv ofComraerc«=»-M'nj. ALiqarh, 1971-72 P.68 
2, Ibid P.68 
3, Ibid P,68. 
i : 
countries also the capital market is dominated by financial 
institutions but the government regulation and control of 
these institutions is very modest. Therefore, there is an 
active capital market with a fair amount of competition in 
the supply and demand of money* 
The development banks have been set up for accele-
rating the development of large, medium and small industries 
by providing financial and various other development assis-
tance required. Financial assistance should be given to 
public limited companies or co-operative societies. The 
institutional agencies that provide finance carry out a well 
planned appraisal of the projects sulxnitted for financial 
assistance and are able to suggest improvements in technique 
of manufacture collaboration arrangements etc. They keep 
a close watch on the progress of production and working of 
the company concerned. The teams of technical and finan-
cial experts are authorised to inspect the progre-s of the 
work of industrial concern by the financial institutions. 
Besides they also have a right to nominee directors as the 
board of director in such companies which are assisted by 
the institutions. This insures that the companies would be 
vmder the constant vigilance of the institution. This 
would make them more alert, efficient and active in their 
operations. 
The financial institutions viz. the IFCI, the IDBI 
and the, ICICI, carried out studies of investment opportuni-
ties in various backward areas and states. Individual proj-
ects are studied after duly identifying them so as to get 
project promotion set up. But the last mile between the 
feasibility study and oankable project has yet to be cove-
red in the country by development banks. 
In India mostly financial institutions are controlled 
by government. In the developed countries the capital market 
is dominated by financial institutions on which the control 
add regulation of government is very modest. So there is 
an active capital market with a fair amount of competition 
in the supply and demand of money. Contrary to all this in 
India there ae a few financial institutions mostly government 
owned and controlled. We have in India today very well 
knit institutional machinery for the provision of capital 
funds for industry at the national as well as the state 
levels. But the entire needs of industry in India c~n not 
be met through loans from one or more financial institutions. 
A particular concern should be allowed to obtain finance 
from these institutions well within the safety margin of 
the security that is offered. From this it follows that 
the concern itself must make an effort to raise a fair 
prorpoirtion of its financial requirements 
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In conclusion. It may be said that evolution of 
institutional financing on Indian Industrial scene is a 
welcome development. The increasing Involvement of fina-
ncial institutions in the financing of the industries has 
a number of beneficial aspects. But some reform in the 
operational efficiency add integrity of these institutions 
is needed to overcome the defects and deficiencies of 
industrial finance in India, 
Though there are a number of t=rm lending financial 
institutions operating in the country like ICICI, IDBI, SFCs, 
UTI, Lie etC/ the role and characteristics of the IFCI have 
been quite encouraging. It plaji^ a pi vital role in financial 
assistance and accoramodfcions for the industrial development 
of country. It is regarded as a premier financial agency. 
It has devised a number of promotional schemes which are 
production-oriented and aim at Improving the productivity 
of human and material resources. The IFCI finances only 
medium, and large sized industrial units in the corporate 
and co-operative societies. In fact it is no exaggeration 
to say that there is hardly any important industry in the 
country which has not been the beneficiary of some assis-
tance from the IFCI, The IFCI finances only those indust-
ries which have come up in the less developed districts 
or no industry districts. This has helped transtorm 
the rural scene. In the next chapter therefore, my 
endeavour will be to examine the working and organisation 
of this important financial institution in detail. 
CHAPTER - 2 
[:::sr.:::::::::::; 
ORGANISATIONAL STRUCTXmE AND WORKING 
OP THE IPCI 
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CHAPTER - 2 
ORGANISATIONAL STRUCTURE AND WORKING 
OF THE IPCI 
f/V^vVJ-^' 
•fC 
In the preceding chapter the conceptual/work and the 
origin of development banking in India has been discussed. 
The role of financial institutions and their main charac-
teristics have also been examined. The purpose of the 
present chapter is to analyse the functions and role of the 
IFCI, The organisation and working of the IFCI will also 
be examined in this chapter* 
Need for setting up an institution to solve the problem 
of long term financing of industries was felt for a long time. 
The Industrial Commission (1916-18)* the External Capital 
Committee (1925) and the Indian Central Banking Enquiry 
Committee (1929-31)had recommended for setting up of such 
institution* The need to finance the over worked units 
during the second World War period forced, Che Government 
to set up the Industrial iiinance Corporation of India, 
After being introduced in November 1947, the bill to incor-
porate the IFCI was passed in the Budget session of 1948 
and received the assent of the Governor General on the 27th 
March,1948. The enactment provided tor the establishment 
of an Industrial Finance Corporation from such date as the 
Central Government may notify in the official gazette. The 
Central Government notified the 1st July,1948 as the date of 
16 
establishment and thus come into being a pioneering insti-
tution viz, the Industrial Finance Corporation of India 
(IFCI) the first Development Bank at the national level. 
The object of the Coirporation has to provide medium 
and long term credit to large-scale industries organised 
as public limited companies or cooperative societies in 
corporated in India which are engaged or proposing to eng-
age in manufacturing preservation are processing of goods, 
mining generation and distribution of electric power or 
any other form of power, shipping and hotel industries. 
Small Scale Industries, sole traders and partnership 
concerns are in-eligible for loans from the corporation as 
they are intended to be covered by the State Financial 
CJorporations. The main objective of this organisation 
was initially defined as th^ gs "The Objective of this 
bill is to set up a Financial Corporation for the purpose 
of financing the large scale industries in this country. 
It is my intention, after this bill has been placed on the 
Statute Book, to persuade the provincial Governments to set 
up similar Industrial Finance Corporation"in 3ach province. 
Such Provincial and State Financial Corporations will be 
expected mainly to finance small scale industries. The 
!• Sivayya, K.V. and Das, V.3,M. Indian Industrial Economy 
S.Chand & Co., Ltd., New Delhi, P.217. 
2. See Statement of the First Finance Minister of Indepen-
dent India in the Constituent Assembly on the 20th Nov. 
1947. 
•^  
/ 
recommendation of the Industrial Finance Corporation Inquiry 
Committee that private limited conpanies should not be made 
eligible for loans from the Corporation itas also accepted. 
Till recently the nationalised industries have been exclu-
ded from the perview of the corporation but the recent 
modification in the policy of the Corporation made them 
eligible for financial assistance* 
The Corporation has been authorised to carry on arid 
transact the following kinds of business. 
1), Underwriting the shares* bonds or debentures 
of industrial enterprises, provided such stocks 
shares or debentures are disposed of by the 
Corporation within a period of seven years 
from the date of acquisition* 
2) Granting loans as advances to a subscribing to 
the debentures of industrial under-takings 
repayable within a period not exceeding 25 
years * 
3) Guaranteeing loans traded in the public market 
by the industrial concerns* repayable within 
25 years as raised trom scheduled banks or 
State Co-operative Banks* 
llSivayy, K.V. and Das V.B.M., Indian Industrial Economy, 
Op. Cit. pp.217-218. 
\s 
4) Subscribing directly to ths stock as shares of 
any industrial concerns. 
5) Guaranteeing deferred payments in respect of 
import of capital goods by indu. trial concerns 
who aire able to make such arrangements vith 
foreign manufactures as in connection with 
the purchase of capital goods manufacturing 
in India, 
6) Guaranteeing loans raised from any banks or 
financial institution in any country out side 
India. 
7) Acting as the agent of the Central Govertiment 
and ID3I in respect of loans sanctioned by 
them to industrial concerns. 
Now, in the pages that follow, we would like to 
discuss the organisational structure of this important 
term lending institution. The terra organisation is given 
a variety of interpretations. In any case there are two 
broaui ways in which the term is used. In the first sense 
organisation is understood as a dynamic process and a mana-
gerial activity which is necessary far bringing p«o;jle 
tot^ether and tying them together in the pursuit of common 
objectives. When used in the other sense organisation 
refers to the structure of relationships a :ng positions 
and jobs which is built up for the real! sa^ i^on of common 
1. Sivayye, K.V, and V.B.M, Indian Industrial Economy 
Op.cit., P.218. 
objectives. In this, the static sense of the term organi-
sation is the vehicle through which goals are sought to be 
attained. We can say that organisation is a system with 
inputs (men, materials and machines in case of business) 
and processes through which there are converted into 
outputs (goods, services and profits). An organisation 
needs a system of relationships among t\inctions. It needs 
stability continuity and predictability in its internal 
activities and external contacts. Thus an organisation 
has to be free relatively from destructive tendencies 
which may be caused by divergent interests. Organisation 
is the structure and process by which a cooperative group 
of human being allocates its task among its members, 
identifies relationship and integrates its activities 
towards common objectives. The organisation is an assemb-
lage of people, materials, machines and other resources 
geared to task accomplishments through a series of interac-
2 
tion and integrated into a social system. Organisations 
are social xanits (as human groupings) deliberately construc-
3 
ted and reconstructed to seek specific goals. 
A careful study of the above definitions makes it 
clear that different economists and experts look upon orga-
nisation from different angles. Some regard it as a 
1. Massie, Joseph L,Essentials of Management,Prentice-Hall, 
Englewood Cliffs N.J, 1964, P.46, 
2. Johnson, Kast & Bosenzwerg, The Theory and Management of 
Systems, McGrawHill, New York, 1963, P.55. 
3. Etijioni, Amitar Modem Organisations-Prentice Hall 
Engle Viood Cliffs, N.J. 1964 p.3. 
.. u 
mechanism to achieve certain objectives by division of 
work authority and responsibility among its members and 
coordinating their activities, some scholars regaras it 
as a network comprising hxunan reidti-ouships in group acti-
vity. There are others who regard it as a system. 
As for the organisation of the IFCI is concerned the 
general superintendence and direction of aftairs and busire ss 
of the IFCI vests in the Board of Directors consisting of 
a wholetirae chairman appointed by the Central Government 
in consultation with the ID3I and eleven directors. Two 
directors are nominated by the Central Government and three 
by the IDBI, Two Directors are elected to represent schedaled 
banks# three to represent Insurance concerns, investment 
trusts and financial institutions and two are elected to 
represent co-operative banks. There are six advisory comm-
ittees each tor textile, chemical process and allied indus-
tries, hotels, sugar. Jute and Engineering Industries. 
These have been constituted by the Board of i^ irectors of 
the IFCI under section 15 of IFCI Act 1948. They assist 
the Board of Directors in taking •'.•decisions on matters 
relating to the grant of financial assistance to applicant 
concern. With a view to promoting a better understanding 
of the policies and practices of the IFCI and in turn, to 
have a first hand knowledge of the problems and prospect 
of industrial development in a state or region, the Board 
of Directors has constituted sixteen state* zonal and regio-
nal advisory coninlttees. The IFCI is founder member of the 
Association 6f Development Financing Institutions in Asia 
and Pacific. 
The IFCI appoints its nominees on the Board of 
Directors of the assisted concerns. It reserves the right 
to appoint two directors on the Boa rd of Industrial 
concerns assisted by it. In the case of joint f inancing 
it sends one more common nominee as Directors on the Board 
of industrial concerns assisted by it. The persons nomina-
ted as Directors are its own officers or non-officials who 
may be out side experts. The nominated directors need not 
hold qualification sharesnor are they liable to retire by 
rotation. 
With a view to rendering better service to the 
clients, a number offices of the IFCI have been up graded 
either as regional offices or as fulfledged branch offices 
with §dequate powers delegated to the regional and branch 
offices. It has now 8 regional offices which are located 
each at Bombay, Calcutta,' Delhi, Kanpur and Maaras and ten 
branches offices one each at Ahmedai^ad, Bangalore, Bhopal, 
Bhubneshwar, Chandigarh, Cochin,c^uvghatl,Hyderabad, Jaipm-, 
and Patnaandalso a small ofrice at Pune. 
Industrial Finance Corporation of India 
/Organisation Chart* 
Notts: 
PnmU D«urtn«tf l ChtmuU (AppraiMi) 
ftciteu OMWrtiMM 2 Suow, Tcrtlta * EngpnMms (Appr«Ml) 
Pniwts DipaftfmM 3 Susw * Tutict tOpcrabora) 
ProiKU DcpartninN 4 ' EnginMring (Op«f«boM) 
Prcvwti DifMrtnwnl S Owmicili (Opcr*tiont) 
•As on SOlh Stpi«nb«T. 19M 
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The whole organisational set up is supervised by 
the Chalnnan who is appointed by the Central Government 
with the consultation of the IDD3I. The whole organisatio-
nal structure of the IFCI is devided into various catagories 
of officers and heads* All the technical matters are looked 
aftel: by the Chief Technical Officer who is accountable to 
Chairman, Under the Chief Chief Technical Officer, there 
is a Deputy General Manager who supervises the project 
department (chemical appraisal) and two departments Sugar, 
Textiles and Engineering (appraisal) projects and application 
segment of business development and policy division. The 
Advisor (Economic, Planning and Statistics) who controls 
economic and planning as well as statistical departments, 
is accountable to the Ghairman. As ,far as legal matters are 
concerned there is a Legal Advisor who assists the Chairman* 
Under the control of the Legal Advisor, there is one Deputy 
Legal Advisor who monitors the activities of the Legal 
Department* In order to solve the problem cases, one problem 
cases department has been constituted under the supervision 
of the Deputy General Manager who himself informs the 
Chairman about the progress of the department and its 
achievements• 
1, See Organisational Chart. 
Besides* four separate departments and wings are 
created under the direct control of the Chairman which are 
Public Relations Department, Promotional Activities Wing 
of BDPD, Board and Coordination Department and Electronic 
Data Processing Cell. There are four General Managers 
under the Executive Director, The First General Manager 
supervises four departments viz. Administration, Personnel, 
Management and Productivity Services tM & PS) and Internal 
Audit and Inspection Departments. The Personnel Department 
provides various facilities to personnels of the corpora-
tion and the/bridge between personnels and management. The 
Personnel Department has introduced a scheme of management 
trainees for close co-ordination with other financial 
institutions. The Management and Productivity Services 
Department is responsible to improve productivity of the 
corporation. Department of Internal Audit and Inspection 
Checks Accoxints of all Departments of the Corporation. 
Project Department 3 (Sugar,Textile, Operation ) is working 
under the control of General Manager as well as Executive 
Director, while project aepartment 4 (Engineering Operation^ 
is working under the controx of another General Manager who 
is accountable to Executive Director. A training Cell of 
management productivity service department has been consti-
tuted under the supervision of the General Manager as well 
the Chairman. A scheme of Management Trainees was intro-
duced by this department. These Trainees belong to different 
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disciplines. Foreign Currency Loans Department which deals 
with the grant of loans in foreign currency is working under 
the Executive Director. Besides, Accounts and Investment 
Department as well as Business Development of Policy v/ing 
(BDPO) are also assigned their works under the Executive 
Directors. 
The IFCI has now 8 regional offices, one each at 
Bombay, Calcutta Chandigarh, Delhi, Hyderabad, Madras, 
North Eastern State and Kanpur, All regional offices are 
clearly watched by Executive Director as well as General 
Manager. There are four regional offices having its branch 
officer Bombay, Calcutta, Delhi and Madras• There are two 
branch offices at Ahmedabad and Pune under the jurisdic-
tion of the Bombay Regional Office while Bhubneswar and 
Patna Branch Offices are under the Calcutta Regional Office. 
The Branch Of fice,*? (Bhopal and Jaipur) are working under 
the control of the Delhi Regional Office while Bangalore 
and Cochin Branch Offices are under the Madras Regional 
Office. 
From the discussion made above, it can be concluded 
tbat the functional activities in the Corporation have 
resulted in numerous complex problems. As a result of 
these problems it becomes difficult for decisions to fii ter 
2G 
from top to bottom of the IFCI wall in time. Top executives 
are overloaded with various kinds of activities and they can 
not take care of the duties of their subordinates properly. 
They do not find time for conceptual thinking, so essential 
for organisational growth and development because they reiiain 
quite busy in their day to day managerial problems. Top 
executives can not meet the diversified and varied demands 
of their functions because they have too much and too 
numerous activities to perform. 
The centralisation becomes excessive and thus creates 
problems to excercise effective management and control over 
the numbers employed in the organisation. There is acute 
problem of co-ordinations in the organisation of the I PCI 
because the various objectives can not be achieved property 
in line organisation which stresses only vertical relation-
ship. 
Until now we were aiscussionthe organisational 
structure ot tue IFCI. In the pages that follow our 
aim will be to analyse the working and performance of the 
IPCI. 
The IFCI provides various kinds of facilities and 
services. These are bro€ly divided into the following 
categories :-
C i 
PROJECT FINAMCB 
Under the project finance the IFCI offers financial 
assistance^ not only In the form of rupee loans, but also 
foreign currency loans. The f ac i l i t y of under-writing and 
d i r ec t sxibscrlptlons, the guarsintees for def'^'-red payment 
and loans negotiated both at home and abroad. The financial 
the 
assistance of t h i s variegated nature Is available fran/IFCI 
for new expansion divers i f ica t ion and modernisation of projects 
of e l ig ib le concerns In the corporate and co-operative sectors . 
the 
However, to be eligible for assistance from/lFCl, the 
applicants concerns should be either engaged or propose to 
engage themselves In manufacture, preservation or processing 
of goods, shlplng mining, hotels, generation, storage or 
distribution of electricity or any other form of activity 
like transport, tourism and related facilities, setting up 
or development of industrial estates, fishing, maintenance, 
repairs, testing or servicing of machinery equipment, vehicles 
etc, 
the 
The financial services being provided by/IFCI are 
in merchant banking and allied services, equipment financing, 
equipment financing under energy conservation scheme, equip-
ment leasing, equipment procurement, supplier's credit. 
Closely related to the project finaclng ard financial services 
are IFCI's promotional services in the form support to risk 
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capitals venture capital, technology finance, entrepren-
eurship development, management development, development 
of science and technology, entrepreneurial parks and a 
number o£ promotional schemes. Whether the area is o£ 
financial assistance or of financial services as promotional 
services andadvisory services^ the IFCI has been able to 
carve a niche for itself and extetjd its role to the entire 
industrial spectrum of the country. 
Under the project finance the IFCI provides financial 
assistance in various forms which are irupee logins, foreign 
currency loans underwriting facility, guar=anteef for dcferrod 
payments and guarantees for foreign loans. The rupee loans, 
foreign currency loan and under writing facillting commenced 
w.e.f, 1948-49, 1960-61 and 1957-58 respectively. Presently, 
282 districts in 25states and seven territories are on the 
list of notified less - developed districts/areas, as identi-
fied by the Planning Commission under the scheme of conce-
ssional finance, loans, including deferred payment guarantees 
on concessional terms up to a maximum of Rs. 2 crores and 
under writing assistance up to a maximum of Rs. l crores are 
available from the all India Financial Institutions (viz. the 
IDBI, the ICICI and the IFCI) on joint financing basis for 
new projects setup in these notified less developed districts 
on a unit-wise basis. If other institutions do not partic-
ipate, the overall ceiling for concessional finance for loans 
1. Kulkarni P.V, Corporation Finance, Himalys Publishing 
House Delhi, 1987 p. 1032 
L^) 
dl£i6rred payment guarantees from the IFCI individually 
Games to Ri, 1 crores • 
To promote the industrial development of the districts 
with no large or medium Industries, the central Government 
has decided that applications for the setting-up of projects 
in such districts should be given priority treatment. Eighty 
three-such "no-industry" districts in the country have been 
identified and are given due priority be financial institutions 
including the IFCI in the matter or grant of financial assis-
tance* 
The IFCI also provides loans in the form of foreign 
currency* During the last three decades, the IFCI, has been 
negotiating various loans, credits and allocations in U.S. 
dollars, Deutschemarks, French Frances, Pound Sterling 
Swedish kroners and making them available to a number of 
approved projects all over the country. 
Operations of the IFCI in the form of under-writing 
and direct subscription to share capital or debentures are 
generally catalytic in nature. The approach here is project 
oriented and not investment oriented* with a view to 
providing a measure of relief to small and mediumsized 
industrial units the IFCI directly subscribes, on selective 
1* Kuikarni, P.V. Corporation ir'lnance* op.cit, P. 1032. 
30 
b a s i s * t o the share c a p i t a l of small or medium s i z e d Indus tr ia l 
u n i t s , i n s t e a d i n g of underwrit ing, ^where the amount of 
sxibscription does not exceed Rs. 25 lakhs . 
SANSCTIONS AND DISBURSSEMENTS » 
The cumulative ne t f i n a n c i a l a s s i s t a n c e by the IFCI 
during the period of 40 years ended June 30, 1988, amounted 
t o Rs. 5305,63 crores i n re spec t of 2875 p r o j e c t s of 2319^ 
concerns spread a l l over the country . The major share of the 
IFCI's a s s i s t a n c e has gone t o p r o j e c t s i n the p r i v a t e corporate 
s e c t o r numbering 2043 fol lowed by p r o j e c t s i n the co -opera t ive 
s e c t o r 313, publ ic s e c t o r 267 and j o i n t s e c t o r 234. The 
the 
t o t a l sanc t ions of a s s i s t a n c e from/iFCI as on the 30 June, 
1988 were of the order of Rs, 5305,63 crores i n re spec t of 
2875 p r o j e c t s of 2319 concerns . Rupee loans c o n s t i t u t e d 
7 2 . ^ o f the t o t a l sanc t ions fol lowed by fore ign currency loans 
I7,53i underwritings 6 ,1 %» d i r e c t s u b s c r i p t i o n s 0 ,7 % 
guarantees for deferred payment 1.69iguarantees for fore ign 
loans 0 ,9 % and equipment l e s s i n g 0 .3 %. , I t disbursed 
f i n a n c i a l a s s i s t a n c e of Rs. 3612^14 crores comprising of 
rupee loans ofRs2853,09 c r o r e s , fore ign currency loans of 
1 . Kulkarni, P,V, Corporation Finance Op.clt p. 1033. 
2 . Saxena G.S. I n d u s t r i a l Finance Corporation of India , Growth 
and Development, Viva Photol i thographer . New Delhi p . 3 1 . 
3 . Ib id , P.31 
Hi 
Rs,568.20 crores* underwritings and direct subscription of 
Rs, 104.61 crores and guarantees and equipment leasing for 
Rs. 86.24 ^ crores. 
l.Saxena* O.s. Industrial Finance Corporation of India 
Growth and Development* Op Clt. P.31. 
:\z 
Table No. 1 shows facility wise classification of 
total sanctions, disbursements and out standings from 1948 
to 1988, 
Table - 1 
Pac i l l t y -wi se c l a s s i f i c a t i o n of t o t a l s a n c t i o n s , d i s b u r s -
ments and ou t s t and ings . 
(1948-88) ( Rs. in c ro res ) 
Nature of 
Assistance 
1 
Loans 
Foreign 
currency 
Loans i^\ 
t o t a l ^^' 
Undei>rriting 
Sanct ions (net) 
No. of Amount 
sanc t ion Rs. 
2 
4470 
886 
5,356 
Equity sha re s l0 l3 
Preference 
shares 
Debentures 
Total (2) 
154 
41 
1208 
3 
3865, 
929, 
4795, 
• 8 9 
,14 
,03 
284.61 
11, 
25, 
321. 
.44 
,53 
.78 
Assis tance 
disbursed 
Rs. 
4 
2853.09 
568.20 
3421.29 
57.87 
8.54 
9.79 
76.20 
Amount 
outstanding 
Rs. 
5 
2258.41 
474.80 
2733.21 
48.85 
3.10 
.33 
52.26 
.73 
Direct sxibscrlptions 
Equity shares 259 30.89 
Preference ^c i i« 
shares ^^ ^'26 
Debentures 21 7.21 
20,79 
0.41 
7.21 
39.59 
0.75 
3.93 
Total (3) 295 39.36 28.41 44.27 
Guarantee 
For deferred ^^ 34^45 33^3^ ^2.41 
payments 
For foreign 14 49.94 32.31 10.52 
loans 
Total (4) 84 
2 
2 
134.39 
15.07 
15.07 
71.17 
15.07 
15.07 
22.93 
15i07 
15.07 
Equipment 
leasing 
Total 
?^l"t0^5^?^ 6945 5305.63 3612.14 2867.72 
Compiled from various Annual Reports of the IFCI. 
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The abcve t a b l e shows t h a t the f i n a n c i a l a s s i s t a n c e 
sanc t ions crossed In 1987-88 Rs. 1300 crores mark as aga ins t 
Rs, 800 crores mark crossed i n the previous year . These 
sanct ions aggregat ing Rs.l351 crores i n re spec t of 780 p r o j e c t s 
r e g i s t e r e d an Increase as high as 58 .4 % over the previous 
y e a r ' s sanct ions of Rs, 853 c r o r e s . The rupee loans sanctioned 
were Rs. 1020.34 crores i n 1987-88.Sanct ions of for iegn 
currencsr loans were equ iva lent t o Rs. 220 crores sanct ions 
by way of underwrit ing and d i r e c t sxibscript ions aggregated 
Rs. 74 crores« marking on i n c r e a s e of 30.8 % over the previous 
year . Sanct ions by way of guarantees and epuipment l e a s i n g 
are Rs, 21.35 crores and Rs. 15.07 crores r e s p e c t i v e l y in 1987-88, 
Disbursements i n 1987-88 amdunted t o Rs. 730 crores as aga ins t 
Rs. 507 crores i n the previous year . The loans disbursements 
aggregated Rs. 687.69 crores as aga ins t Rs. 493.04 crores in 
1986-87, %riille investment by way of underwriting guarantee 
and equipment l e a s i n g amounted t o Rs. 7.14 crores and Rs. 1.34 
crores r e s p e c t i v e l y . 
REGION WISE'DISTRIBUTION OF FINANCIAL ASSISTANCE : 
The IFCI's coverage extended t o 24 out of 25 s t a t e s 
and 5 out of 7 union T e r r i t o r i e s , In tune with nat iona l 
po locy , i t has been g iv ing p r i o r i t y treatment in the matter 
of granting a s s i s t a n c e to i n d u s t r i a l p r o j e c t s , e i t h e r in the 
3o 
co-operative sector or In the ••no Industry" d i s t r i c t s in the 
country. 
Table No. 2 shows statewise and sector-wise d i s t r i -
bution of net f inancial assistance sanctioned and disbursed, 
from 1948 to 1988 by the IFCI. 
Table -2 - shows that of the t o t a l f inancial assistance 
sanctioned by the IFCI up 30th June, 1988# Maharastra with 
i t s 499 projects claimed assistance ofthe order of Rs. 792.44 
crores (14,93 %) (Comprising Rs. 145,24 crores of co-operative 
sector , Rs. 23.12 crores of Joiht sector,Rs. 17.78 crores of 
public sector and Rs.6 60.30 crores of private sector) followed 
by Uttar Pradesh 318 projects with the assistance of the order 
of Rs. 742,77 crores (13.99 %) (comprising Rs. 77.67 crores of 
co-pperative sector Rs. 96.90 crores of jo int sector Rs. 98.98 
crores of public sector and Rs, 469.22 crores of private sector) , 
Gujarat-238 projects with an assistance of Rs, 633,93 crores 
(13.07 %) Andhra Pradesh 265 projects with an assistance of 
Rs, 568,35 crores (10,71 %) Tamil Nadu, 249 projects with an 
assistance of Rs, 405,79 crores (7,64 %) . The remaining 39.66 
percent of the assistance was shared by other s ta te s and 
union t e r r i t o r i e s of the country. 
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Of the total disbursements amounted upto 30th June* 
1988 Maharashtra claimea tirst position with Rs. 543*47 
crores disbursed* tollowed by Uttar Pradesh with Rs.525.48 
disbursed. For Gujarat Rs. 40U.34 crores have been disbursed. 
The remaining amount was sharea by other states and Union 
Territories. 
It would be observea trom Tabie-2 that almost all 
states and Union Tertitories have been covered by the IFCI'fe 
assistance during the past torty years, except the state of 
Mizoram and Union Territories of Daman and uiu and Laksha-
Deepf where aevelopment programmes have already been envi-
saged so that a beginning is maae by aevelopment of smkli 
scale enterprises by enterpreneurs* who in due course of 
time may graduate to the medixun and even large scale 
sector. 
Industry wise ana sector.wise pattern of sanction 
and distribution t^to 30 June, 1988# out of 2,857 projects 
sanctioned 1149 projects were in the private sector accoun-
ting £or Rs. 3«596.36 crores, out of total sanctions of 
2 
Rs. 5,305.63 crores ^ Table No.3 highlights the industry-
wise and sector-wise distribution of tinancial assistance 
from 1948-88. 
1. See 40th Annual Report of the IFCI 
2. See 40th Annual Report of the IFCI. 
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The table aeplcts thtttthe cement industry In private 
sector receivea £inancl&l assistance tor the largest number cf 
projects viz. 122 accounting tor an assistance of Rs. 433*81 
crores zoilowea by the cotton textile industry which received 
financial assistance xor 347 projects accounting ror an 
assistance o£ Rs* 407.79 crores. In the co-opej.ative sector 
the sugar industry was in the lead with z04 projects out of 
a total 313 projects accounting for an assistance of 
Rs. 241.88 crores out of Rs. 411*93 crores. The next in 
importantce was the cotton textiles Industry which accounted 
for 92 projects having received Rs. 94.48 crores. The 
remaining industries were totally in sugar, industry so far 
as the co-operative sector was concerned. 
In the Joint sector* textiles synthetic fibres rains* 
plastic natarial and products* transport equipment and part* 
paper and paper products etc. had almost an equal ntimber of 
projects. In the Joint sector* synthetic fibres and other 
industry has secured first position for receiving Rs. 128.01 
crores financial assistance for 14 projects followed by 
basic industrial chemicals that received. Rs. 125.41 crores 
tor 29 projects. In the public sector* the textile Industry 
was in the fore front* for it accountedfor 98 projects 
out of 267 projects* financial assistance Rs.108.67 crores 
1. See Table 3. 
4r> 
out of Ra, 516*83 crores tollowed by electrical machinery 
appliances and others which received Rs* 94.78 crores for 
31 projects* Most o£ the assistance in the textile industry 
the 
was for sick units. It appears that/IFCI has made positive 
ettorts to rescue the sick xinits in the cotton textile 
industry* 
Table-4 shows financial assistance sanctions and 
disbursement decade-..ise by the IFCI over the last 40 years. 
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The opertions o£ the IFCI in Its first decade of exl3^ 
tance were carried out building up a small but effective orga-
nisational framework^ developing norms* parameters* systan 
and precedures for appraisals* tollow-up of the Industrial 
projects and evolving its termp and conditions Including 
aocumenttion on which it could provide financial assistance* 
The IFCI commenced its business operations with a modest 
business of Rs, J.25 crores and completed the tirst decade 
(1948.58} of its existence with total sanctions of the order 
of Rs* 52*80 ccores and disbursements against them of the 
order of Ks* 34*84 crores* The second decaae of operations 
of the IFCI could be regarded a decade of growth and aevel-
opment* The total sanctions of IFCI in the second decade 
comprising rupee and roreign currency loans underwriting and 
direct subscriptions and guarantees tor deterred payments as 
also toreign currency loans were of the order of Rs. 272.79 
crores making nearly tive times increase in the sanctionea 
assistance compared with the total sanctions of assistance in 
the first decaae* The disbursements during this decade 
aggregated Rs* 262*95 crores which were hbout 8 times of 
the total disbursements made in the tirst decade. The 
third oecade ($1968-78) of the IFCI's operations could be 
regarded a decade of "growth with certain Innovation and 
qualitative thrusts"* During this decade the IFCI celebrated 
1* Saxena* G,S, Industrial irinance Corporation of India* 
Growth ana Development op* cit. P.30 
-{3 
Its silver jxibllee In 1973 msurklng 25 years of Its aeciicatea 
service to Indian Industry. The total sanctions and disburse-
the 
roents of/IFCI aurlng the aecade aggregatea to Rs« 487.14 
crores and Rs* 377.62 crores respectively. Though there were 
not equal even to two times of the total sanctions and disbu-
rsements accoroeu in the second aecade. The fourth decade 
(1978-88) of the IFCI^s operation can be called rightly a 
decade 'Substantial growth with diversification of the 
IFCI's total sanctions and disbursements in the decade have 
been of the order of Rs« 4,492.90 crores and Rs. 2,936.73 
crores respectively. These are around 9 times of the sanc-
tions and disbursements of the IFCI during the third decade 
(1968-78) and tlve tiroes of the sum total of sanctions and 
distaurseiAents tor previous 30 years taken together. In ract 
the? 
In its 40th year ended the 30th June 1988,/IFCI sanctioned 
assistance of the order of Rs. 1,350.87 crores which exceeded 
the total ciamulative sanctions of the IFCI during the initial 
30 years by 66.2%. So also the disbursements in the year 
1987-80 */ere of the order of Rs. 730,22 crores and were high 
by 8.1% compared with total cumulative disbursements of the 
IFCI aggregating Rs. 675.41 crores during the last 30 frears. 
The IFCI provided promotional services in the term of 
support to risk capital, venture capital technology rinance. 
*^ Saxena, G,S, Industrial Finance Corporation of India, 
Growth and Development op.cit. P.30 
5U 
entsepreneurship development, management development etc 
the 
A number of promotional schemes were introduced by/IFCI 
to help and assist the industries in the village and small 
industries sector. 
FINANCIAL PERFORMANCE t 
In a nutshell the tinancial perrormance of the 
IFCI has very impressive as is evident trome Table-5 
which gives the highlights of the IFCI's financial 
performance and the possible of its assets and liabi-
lities for the last torty years. 
The corporation registerea a steady Increase in 
total income in reserve and net worth. The gross and 
profit have risen steadil.-y. From Table-5 it is clear 
that where are the paid up capital increased from ^.8.35 
crores in 1969 to Rs. 70 crorfes in 1988, the general 
reserve txind from Rs. 11.90 crores to Rs. 22b.62 crores 
during the same period. In terms of profit before tax 
and profit after tax the IFCI made a considerable prog-
ress while profit before teuc was around Rs. 73 crores 
and profit after tax Rs. 35 crores in 195^ *, it (profit 
before tax) was gradually stepped up around Rs. 9.07 
crores to Rs. 61.62 crores during the period from 1979 
to 1987 and profit after tax was increased trom Rs.5.54 
crores to Rs.52.66 crores in same period. The pretax 
profit tor the year (1985-86) amounted to Rs. 61.62 crores 
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as against Rs, 48,81 crores ror 1985-86 portraying an 
Increase of 26.2%. The net profit tor the year amounted 
to Rs* 43*48 crores as against Rs. 34.18 crores ror 
1985-86. This was 27.2X higher than previous year's net 
profit* The IFCI has earned a pretax prorit amounted 
to Rs* 68.88 crores in 1987-88. The net profit tor the 
year amounted to Rs. 52.66 crores* This has been 21*1% 
higher than the previous years net protit. In terms of 
share capital the IFCI m&de satisfactory progress* while 
share capital amounted to Rs. 5.00 crore in 1949. Rs. 8.35 
crores in the year 1969, Share capital of the IFCI has 
reached trom Rs. 12*50 crores to Rs. 70 crores during 
the 1979 to 1988. 
As an operating financial institution* the perfor-
mance of the IFCI has been creditable since 1972-73* 
when it declared 6 per cent dividend. Until* then it 
did not pay more than 5 per cent* because it was 
bounded by statutory ceiling* 
During the period from 1974 to 1977* the IFCI paid 
dividenflat 6 per cent which was increased to 6.5 per cent 
during the year 1978-80* In 1981 the rate of dividend 
was 7 per cent which increased to 7.5 per cent in 1982* 
i. Saxena* G.S. Industrial Financial Corporation of 
India Growth and Development Op Cit. P.318. 
Ji3 
In the y«ar 1983 the rate of dividend Increased to Q% and 
was turther Increased to 8*5% for the year 1983-84, The 
rate o£ dividend which was stepped upt to 8.50% last year« 
has been raised to 9% tor the year 1984-85» which has 
further Increased to 10% in the year 1985-86. Having 
regard to the satisfactory working results, the Board 
of Directors of the IFCI have approved the payment of 
dividend on share capital at 11% per annum as against 
10% declared last year#which has increased to 12% in 
the year of 1987-88 as against 11% declared last year. 
During the past one decade, the rate of dividend has 
increased and tor the last years the step-up in the 
dividend has been of the order of one percent point 
per annum on an incremental basis. 
Tne transfer of net profits to reserves depends 
upon the amount of net profit enjoyed by an undertcJcing. 
In 1949 the IPCI transferred Rs. 0.50 lakh to the reserve 
fund as 58.13 per cent of its net profit (0.86 lakh). 
After ten years it has raised to Rs. 14.12 lakh as 
against Rs* 11.50 lakhs transferred in the year 
of 1957-58. During the year 1968-69 the total 
reserve of the IFCI including the general reserve of 
to.6.64 crores now an amount of R3.10.94 crores which figure 
exceeds the paid up capital by R3.2.6O crores. In 1975 
the IFCI transferrea R3.1.70 crores or 65 per cent of 
net profit (Rs.2.60 erores). In the next two years 
1. See Operational Statistics of the IFCI, 1974-75. 
fi4 
i.e. in 1976 and 1977 it transferred Rs. 2,03 crores 
(net profit Rs. 2.70 crores) and Rs. 2.21 crores (net 
profit Rs. 3.24 crores) respectively. Subsequently, 
as the net profit increased from Rs. 5.47 crores in 
1978 and Rs. 8.38 crores in 1981* the amount of transfer 
of net reserve also in^roved considerably Rs. 4.29 crores 
to Rs. 7.25 crores respectively. In the year 1981-82, 
an sum of Rs. 11.07 crores was transferred to reserves 
as against Rs. 7.25 crores transferred last year. In 
the year 1984 the IFCI was able to earn a record net 
profit or Rs. 23*89 crores« showing an increase of 38% 
over the previous year. As a result, a sum or Rs. 21,79 
crores was transferred to reserve as against Rs, 15,70 
crores in the pcevious year. The IFCI was able to earn 
a racord net profit Rs. 29,31 during the year 1984-85. 
As a result a sum of Rs. 26.23 crores have been trans-
ferred to reserves as against Rs. 21.16 crores in the 
previous year. So far as the IPCI's working results 
are concerned^ the net profit for the year amounted to 
the Ra* 52.66 crores as against Rs. 43*48 crores in 
1986-87« a sum of Rs. 43.45 crores have been transferred 
as against Rs. 37.29 crores in 1986-87 With the transfer 
of Rs. 43.45 crores out of the profits for the year ended 
June«30« 1988 increased from Rs. 182.17 crores, 
1. See Annual Report of the IFCI 1983-84, P.84 
2. See Annual Report of the IFCI 1987-88, P.76. 
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On the eve of tts silver Jubilee, the operations 
position of the corporation was summed up by the Chairman 
"A higher profit* larger reserves and the maximum permis-
sible dividend on paid up capital in 1971-72 provide an 
ideal back-drop to the Industrial Finance Corporation's 
celebration of its operation as a development bank with 
considerable satisfaction^ not so much because it has 
made an in^ }ortant contribution to the industrial develop-
1 
ment of the country* The IFCI invested about Rs. 20 
crores in 1977 the percentage of investments to the totel 
assets being from 6.4 to 7,9 during period. The amount of 
investments was Rs, 0.66 crores I'n the year 1958-59. 
From 1978 onwards its investments increased to Rs. 25.56 
crores and rising up to Rs. 29.59 crores in 1979. The 
proportion ^^ investments to total assets declined 
from 6.06 per cent in 1980 to 4.63 per cent in 1983, 
the investments of 1980 was Rs» 32.43 crores out of Rs. 
534.43 crores total assets. In the year 1985 the amount 
of investments hwe raised to Rs. 57.37 crores as against 
2 Rs. 53.46 crores* 
the 
In the previous year. The investments of/lFCI 
have raised to Rs* 103.03 crores in the year 1987-88 
1. Kulkami, P*V* Corporation Finance Op.Cit.P. 1086 
2. See Operational Statistics, 1987-88,P.89 
[i6 
as against Rs. 75.64 crores in the previous year. The 
proportion of Investment to total asset was 3,19 per cent 
in the year 1967-88 as against 3.04 per cent in the year 
1987. 
In the matter o£ investments^ the IFCI continued 
to play the role of a catalyst. Its investment resulted 
inter-alia from acquisition of shares pursuant to under 
writing operations)direct subscription to shares o£ small 
and medium sized projects* excercise of convertibility op-
tion in respect of loans sanctioned as per the extant policy 
of the government» bonus share issue and subscription to 
2 
rights shares. 
Table 6 to 8 show the working results and position 
of assets and liabilities. 
1. See Annual Reports of the IFCI l987-88« P.76 
2. P.V. Kulkarni, Corporate Finance, Hlmalya Publishing 
House* Delhi* 1987 P.1084. 
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TABLE - 6 
WORKING RESULT OF THE IFCI (1984-88) 
1984 
(Rs» in Crores) 
FOR YEAR ENDED 30th JUNE 
1985 1986 1987 1988 
INCOME 
Interest on Lending 99.83 12S.78 167.74 225.48 285.30 
Less Cost of 65.40 85.62 119.92 160.78 212.10 
Lending ^ 
Net Interest 
Revenue 
Other Income 
Net Income 
Total Ea^enditure 
Gross Profit 34.03 42.09 48.81 61.62 68.88 
? S S i i n " ^^ '^  10.14 12.78 14.63 18.14 16.22 
Net Profit 23.89 29.31 34.18 43.48 52.66 
Source I Compiled from operational statistics. Industrial 
iflnance Corporation of India (1987-88). 
34,43 
5.14 
39.57 
5.54 
44.16 
5.22 
49.38 
7.29 
47.82 
9.40 
57.22 
8.41 
64.70 
8.00 
72.70 
11.08 
73.20 
9.36 
82.56 
13.68 
.)6 
TABLE - 7 
POSITION OF ASSETS, LIABILITIES AND NET WORTH 
OF THE IFCI(1984«88) 
(Rs» in Crores) 
1984 1985 1986 1987 1988 
ASSETS 
Cash and Bank 
Balances 
Investment in 
Assisted 
Concerns 
Investment In 
other Financial 
Institutions 
Loans to Assis-
ted Concerned 
Prenlses and 
Eqyipments 
Other Assets 
Customer'a 
Liability for 
Acceptances 
53.68 
52.25 
1.21 
1054.93 
6.87 
37.59 
4.10 
142.13 
57.16 
0.21 
1307.31 
12.54 
53.14 
7.87 
208.88 
58.68 
0.21 
1649.11 
13.06 
80.19 
17.88 
137.00 193.38 
72.83 96.53 
2.81 
T O T A L » 1 2 1 0 . 6 3 1580.36 2028.01 
6.50 
2117.10 2733.21 
22.46 39.03 
110.27 132.99 
21,93 22.92 
2484.40 3224.56 
L i l ib i l i t i e s 
Borrowing 
Current Lia-
bilities and 
Provisions 
Liability for 
Acceptances 
1037.54 
49.39 
4.10 
4.01 Earmarked Funds 
T O T A L t 1096.04 
1325.95 1703.26 
92.36 110.74 
7.87 
4.86 
17.88 
6.25 
2094.48 
120.29 
21.93 
8.03 
2765.68 
130.44 
22.92 
9.90 
1431.04 1838.13 2244.73 2928.94 
Contd.../ 
r f 
1984 1985 1986 1987 1988 
Excess of 
Assets over 11S.S9 149.32 189.88 239.67 295.62 
Liabilities 
Net worth 27.50 35.00 45.00 57.50 70.00 
Share Capita]. 
Reserves and 87.39 113,61 143.41 179.54 222.62 
Reserve Fund 
Specific Grant 0.70 0.71 1.47 2.63 3.00 
from Govern-
ment of India 
115.59 149.32 189.32 239.67 295.62 
SOURCE I Compiled from Operational Statistics, Industrial 
Finance Corporation of India, 1987-88. 
CD 
TABLE - 8 
COMPUTED RATIOS OF THE IFCI(1984-85) 
(X « Times) 
1984 1985 1986 1987 1988 
Cturrent Ratio 1.08: 
Return on Assets 1.9** 
Net profit to 20,66?i 
net works 
Net Worth to 16.8 
Net Fixed ^ 
Assets 
Total Liabili- 9.47 
ties to * 
tangible net 
works 
1.85% 
19.62% 
9 . 5 8 „ 
1 . 8 8 . 1 . 1 3 1 . 4 8 . 
X X X 
1.68% 1.75% 1,63% 
1 8 . 0 5 % 18.14% 17 .8% 
14.49^ l^-^'^x ''•^''x 
9.70 9.36 9.90 
X X X 
SOURCE s Compiled from -the various Annual Reports of the 
IFCI, 
The above table shows that current ratio of the 
IFCI is 1.08 times in 1984 which indicates that the business 
is for a way from the standard ratio and current ratio has 
increased to 1.48 times in 1988, indicating a satisfactory 
liquidity position for the simple reason the ratio is more 
than required yard stick of 1 to 1. But organisation shared 
have its current liabilities covered at least twice by 
current assets. The table shows that return on assets ratio 
was 1.9 per cent in 1984 and it declined to 1.63 per cent 
slightly more 
in 1988. Net profit to net worth ratio was IB,14% in 1987/than 
f;i 
17.81% In 1988, while It was 20.66 per cent In 1984. 
Thus the percentage of net profit to net fixed worth 
is declining gradually. As far as net worth to net 
fixed assets is concerned* it also passed in declining 
way. Net woxrth is more than 16.8 times to net fixed 
assets in 1984 which decreased to 7.57 times in 1988. 
Total liabilities to tangible worth ratio is increased 
to 9.90 times in 1988 from 9.36 -L'wes in 1987, showing 
a slightly improvement in total liabilities against the 
tangible worth. 
Industrial Potential Survey of Backward States/ 
Union Territoriest- As a part of their promotional role« 
the All India Financial Institutions direct their efforts 
towards a systamatic development based on the resource 
endowment of backward areas, particularly of "No Industryr 
districts. Undr the leadership of IDBI, the All India 
ii'inancial Institution Conducted industrial potential 
surveys of the less developed states and union territo> 
ries in the country. In order to attract entrepreneurs 
to take up projects, the all India financial institutions 
have in certain cases commissioned feasibility studies 
of some projects. The IFCI has accepted this responsibi-
lity for selected districts in Himachal Pradesh, Rajasthan, 
and Madhya Pradesh. Upto June,1988, Rs. 9.59 Lakhs. 
1. See Annual Report of the IFCI,1987-88 P.82, 
(,J 
were provided for development of backward areas Including 
"No Industry" districts by the IPCI, Technical consul-
tancy organisations with a view of providing a low coat 
but quality package of consultancy services from "Concept 
to the commissioning of the projects to entrepreneurs 
In cottage tiny# small# medium and large scale Industries 
sectors. The W.1 India fInanclal 1 nstltutlons have set 
up Technical Consultancy Organisations (TCOS)• The IFCI 
has participated in the growth and development of all TCOS 
sponsored by all India fInanclal l.n5tltutlons» State 
level institutions and banks. 
The IFCI has sponsored two Technical Consultancy 
Organisations (TCOS) One in Hlmachal Pradesh knovmas the 
Himachal Consultancy Organisation Ltd. and other in 
Rajasthan knows as Rajasthan Consultancy Orgeuilsatlon 
Ltd. (RAJCON). In the year 1979 the IFCI set up another 
Technical Consultancy Organisation In Madhya Pradesh 
knov«ias Madhya Pradesh Consultancy Organisation Ltd. 
(MPCON). The IFCI provided Rs. 6.48 lakhs^ in 1988 
svqpporting for technical consultancy services. Uptil . j. 
June, 1988 total amount is provided for such activities Rs.62.9^ 
. Benevolent Reserve J?'und (BRF) 
was created in 1972-73 in persuance of an amendment of 
1. See the Annual Report of the IFCI 11988;, P.87. 
f,0 
IFC Act 1948, In December 1972, This tund is built up 
out of allocations from the annual profits of the IFCI to 
be utilised for socially desirable objectives. The Board 
of Directors h«ve transferred a sum of Rs, 40 lakhs out of 
the profit of the year(1972-73) to the Benevolent Reserve 
Fund. In the year 1973-74 some amount has transferred to 
the BRF out of the profits of the IFCI. Next year, a sum 
of Rs. 31 lakhs was transferred to this fund out of the 
profits. Since then a sum of Rs. 3.27 crores has been 
transferred to it out of the profits of the IFCI, with a 
further allocation of Rs. 0.35 crores from the profits 
for the year 1982-83 amounted to Rs. 3.62 crores. As 
against this, a sum of Rs. 2.30 crores had been utilized 
on the various promotional activities of the IFCI. Upto 
30th June, 1988 commulative amoUnt Rs. 669.07 lakhs 
utilized of Benovalent Reserve if*und for the various promo-
tional activities. 
THE RISK CAPITAL FOUNDATION (RCF) J The Risk Capital Founda-
tion fliponsored by the IFCI in 1975, started its operations 
in June, 1976. It has broadened the entrepreneurial issue 
by providing interest xxee personal loans to entrepreneurs 
having professional qualifications & experience for 
setting up meditim and medium large projects. 
In the year 1975-76, Rs. 17.40 
1. See Operational Statistics of the IFCI,1987-88 P.70 
U'i 
crores were sanctioned as three soft loans. The loans 
from RCF Are Interest free and carry only a nominal 
service charge of 1% per anntun oA the amount outstanding. 
The loans are to be repaid by promoters out of their ovm 
income including income from dividend. During the year 
July 1976 to June* 1977, RCF sanctioned further assis-
tance of Rs» 27.75 lakhs to the promoters of five 
projects* RCF had, as on 31st August 1978 sanctioned a 
total assistance of Rs. 89.09 lakhs to the promoters of 
14 projects. Uptll the 31 July 1979 RCF sanctioned 
assistance amounting to Rs. 117.64 lakhs for 32 promoters 
in respect of 18 projects. Upto June,30,1983 the IFCI 
had allocated a sum of Ra, 471 crores by way of loans 
administrative expenses, making the total allocation 
of Rs. 6.21 crores. Against this, the funds of the 
order of Rs. 3.30 crores had been releasedto the RCF 
upto June 30,1983. Upto 30th June, 1988 a total amount of 
Rs.1,249.92 lakhs was provided tor Risk Capital Assistance 
which Included Rs. 267 lakhs for^ of 1987-88. 
RESEARCH IN MANAGEMENT AND DEVELOPMENT BANK I 
With a view to promoting research in development 
banking and in financial and Industrial management, 
1. Saxena,G.S. Industrial Finance Corporation of India 
Growth and Development op.cit. P.391, 
2. See Annual Report of the IFCI (1987-88) P.87. 
1)^ 
chairs have been created by the IFCI in the Indian Insti-
tute of Management (IIM) Ahinedabad and the Universities 
of Delhi# Bombay* Calcutta* Gauhati and Madras. The 
IFCI has allocated a sum of Rs. 2.18 Ikhs in 1987-88 
for the IFCI chairs* Up to 30th June, 1988 in Cununula-
tive amount Rs. 27.36 lakh was provided tor the IFCI 
chairs. 
In addition to the above the IFCI has decided to 
institute some Research Fellowships. The selected 
Research Fellows will work for their doctorate degree ani 
the disser^tion will be in the area of development bank-
ing including industrial economics, regional economics, 
industrial management and tinancial management* 
MANASEMBWT DEVELOPMENT INSTITUTE s 
To develop and improve the quality of day to day 
management and also with a view to encouraging professio-
nalisation in management, the IFCI, with the assistance 
of Kreditanstat-tur Wiederufban (KEB) West Germany, had 
sponsored, in 1973, the Management Development Institute 
(MDI)• With a view to providing training in Modern 
Management Techniques to Entrepreneurs and Executive of 
Industry, training in development banking to the staff of 
i. Ibid, P.87. 
1)0 
Development Finance Institutions (DFIS) In Indln and 
abroad* The Development Banking Centre (DBC) was cons-
tituted In November,1977 to meet the increasing needs 
for the training of professionals and executives of 
development banks, industrial development agencies, 
commercial banks and technical consultancy organisa-
tions and to undertake research in the organisational 
and operational areas of development banking. 
The IFCI has allocated sum of Rs. 166.46 lakhs 
in 1987-88 supporting for Management Development acti-
vities of MDI. Uptil 30th June, 1988, Rs. 796.gsJ*-lakhs 
wete allocated for such activities by the IFCI. 
Entrepreneurship Development Institute ut India 
(EDII) was registered at Ahroedabad as April, 20,1983 
under the Societies Registration Act 1960. The insti-
tute organises not only entrepreneurship development 
programmes but inports training to trainers engaged in 
conducting them as serve as an apex agency In tho field. 
The Institute is managed by a Governing body consisting of 
not less than seven and not more than fifteen members. 
Presently the Chairman of the ID3I is the president of 
the Institute and the Chairman, IFCI, ICICI and the 
1. See Annual Report of the IFCI, 1987-88, P.87 
()7 
state Bank of India and Representatives of the Central 
Government and State Government of Gujarat are members. 
The IFCI has agreed to contribute to the Institute a 
sum of Rs. 28 lakhs by way of grant out of the 
Baiievolent Reserve Fiind to enable it to meet a part of 
the cost of Its capital and securing expenditure. 
DEVELOPMENT OF ENTREPRENEURSHIP IN VILLAGE & TRIBAL AREAS!I 
The IFCI agreed to contribute a sum of Rs. 5 
2 
lakhs to Xavier Institute of Social Service, Ranchi in 
the year 1981-82 for setting up a Village and Tribal 
Entrepreneurshlp Development Centre. This centre 
conducted entrepreneurshlp development programmes amongs 
the villages and tribal people. The participant entre-
preneurs in the programmes were also eligible for 
assistance under the IFCI's promotional scheme of 
assistance for self-development and self-employment of 
unemployed young persons. 
NationsuL Science and Technology Entrepreneurshlp 
Development Programmes- A National Science and Technology 
Entrepreneurshlp Development Board (NSTEDB) was consti-
tuted by the Government of India with the primary 
1. Kulkarni,P.V. CorF>oration Finance, Op.Cit, P. 108. 
2. Saxena# G.S. Industrial Finance Corporation of 
India Growth and Development, Op.Cit. P.493. 
fio' 
objective of evolving programmes meant for harnessing the 
science and technology man power talent in the country. 
The Chairman of the Science Advisory Committee to the 
Cabinet is the Chairman of tNSTEOB) and Chairman of the 
IFCI and the IDBI are its member* The NSTEDB has drawn 
up programmes covering entrepreneurship training and 
development the training of trainees, the setting up of 
entrepreneur parks in selected universities and Indian 
Institutes of Technology, on thelines of 'Science Parks' 
in the U.S.A. cUid the UK which are onewindow information 
centres for entrepreneurs setting up small-scale indust-
ries or taking up such activities as cultivation medicinal 
plants, poultry farming etc. The «11 India financial 
institutions viz. the IDBI, the IFCI, and the ICICI have 
decided to support these activities by providing suita-
ble growth. The initial requirements of funds tor the 
period from 1982 to 1985, covering the Entreprenurship 
Development Programmes (EDPs) and the course meant tor 
the training and trainers have been estimated at Rs. 75 
lakhs , which have been shared to the extent of 50% by 
the IDBI, the IFCI and the ICICI Jointly. 
STAFF WELFARE I 
A Staff welfare fund was created in the IFCI in 
the year of .1970-71, xintil June, 1973, a sum of Rs. 1 laWi 
1. Kulkami, P.v.. Corporation finance Op Cit, P. 1081. 
U'J 
LB being transferred from the profits of th(? year to the 
staff Welfare Fund. The IFCI has provided Rs. 4.08 lakhs 
for Staff Welfare Fund in 1987-88 as against Rs. 3.53 
Lakhs in 1986-87. The fund is being utilised for opening 
holiday homes for the staff at different centres in the 
country, and also for the award of scholarships for 
professional studies to the children of lower and middle 
the 
level onployees of/IFCI, so tar holiday homes have been 
established at Puri« Ootacamund, Banglore,Pachmarhi,Shimla# 
Srinagar, Goa and Darjeellng. As a Social Security 
measure for the employees the IFCI has provided personnel 
accident insurance cover and also group life insurance 
cover with the life Insurance Corporation (nc) tor the 
entire staff of the IFCI. These Welfare measures are 
in addition to benefits likev contributory provident fundi 
gratuaty« medical facilities, leave fare concession etc. 
which are being provided to the staff of the IFCI. The 
IFCI has paid special attention to upgrading the profess-
ional skills of its staff by periodically deputing them 
to training programmes both in India and abroad as also 
organising in company programmes. It has been the IFCI * 
objective to expose its staff to new thinking and devel-
opment in theJfield of Industrial Finance and Management. 
1. See Annual Report of the IFCI, 1987-88, P.16 
l\i 
staff We2;fare Fund (SWF) Is utilised for giving loans to 
its employees at sxibsidised Interest rates for not only 
developing their professional skill but also In meeting 
some of this social comnltments, 
CONCLUSION S 
It has been observed In the chapter that the 
IFCI )>lays a significant role in the development of 
Industries along with other financial Institutions viz. 
(the IDBI, the ICICI, the UTI etc.). The Impact of the 
IFCI's operation can be seen in the operation of subs-
tantial capacity in wide variety of industries during the 
last forty years. The rinancial performance of IFCI has 
been ec[ually Impressive as its business operation show. 
%n the next chapter a comparison of the IFCI with other 
financial institution will be made in respect of achieve-
ments and performance of these tlnanclal Institution. 
******** 
CHAPTER - 3 
PATTERN OF FINANCING BY THE IFCI - A 
COMPARISON WITH SOME OTHER 
FINANCIAL INSTITUTIONS, 
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CHAPTER - 3 
PATTERN OF FINANCING BY THE IFCI - A 
COMPARISON WITH SOME OTHER 
FINANCIAL INSTITUTIONS 
In the previous chapter the organisational struc-
ture and the working and performance of IFCI have been 
discussed. This chapter has been written with the 
purpose of comparing the Investment policy of different 
Financial Institutions (ICICI, IDBI, UTI, SFC'S AND LIC) 
with the investment policy of the IFCI. Let us take the 
Investment policies of them one by one. 
The Industrial Credit and Investment Corporation 
(ICICI) started its functioning as a private limited 
company from 5th January* 1955. The main aim of the ICICI 
is to stimulate the promotion of new Industries to assist 
in the esqpanslon and modernisation of existing Industries 
and to furnish technical and managerial aid so as to 
Increase a production and afford employment opportunities. 
The corporation grants long term and medium term loans, 
participates in equity capital underwrites, new Issues 
of shares and debentures guarantees loans from other 
private investment sources and provide managerial, tech-
nical and administrative advice. 
?:: 
The Industrial Credit and Investment Corporation 
of India (CICI) sanctioned and disbursed the total 
assistance of Rs« 1#283.3 crores and Rs. 771.2 crores 
respectively during 1987-88, showing rise of nearly 
14,75 percent in sanction 10,88 per cent in disbursement 
over the previous year 1986-87 in which sanctions and 
2 disbursement were Rs* 1#118.3 crores and Rs. 695.5 crores 
respectively^ Table-g indicates financial assistance 
sanctioned and disbursed by the Industrial Credit and 
Investment Corporation of India between 1980-81 and 
1987-88. 
TABLE - 9 -
FINANCIAL ASSISTANCE SANCTIONED & DISBURSED BY THE ICICI 
(1980-81 to 1987-88) (Rs.in Crore) 
Year Sanctioned Disbursed 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987a88 
1< 
1-
314.1 
302.4 
348.6 
507.6 
620.7 
708.2 
r118.3 
r283.3 
185.3 
264.7 
271.1 
334.2 
392.7 
482.2 
695.5 
771.2 
TOTAL Rs. 5,203.2 3,396.9 
Compiled from Economic Survey(1986-87 and 1988-89} 
Govt, of India (Ministry of Finance). 
1. Economic Survey, Government of India, Ministry of 
Finance, 1988-89 
2. Ibid. 
"7 '» 
Table- deptlcs the aggregate tlnanclal assitance 
sanctioned by the ICICI has increased from Rs. 314.1 
crores in 1980.81 to Rs. 1283.3 crores in 1987-88, indica-
ting an overall increase of nearly 308.5 per cent. Simi-
larly the total disbursements by the ICICI went up from 
Rs. 185.3 in 1980-81 to Us. 771.2 croreo in 1907-88, show-
ing, an over all rise of more than 316?. during the period. 
Sanctions of rupee loans rose by 63.9 per cent i.e. trom 
Rs. 427 crores in 1986-87 to KS. 700.1 crores^ in 1987-88, 
disbursements or rupee loans rose by 23.1 per cent from 
2 
Rs. 320 crores in 1986-83 to Rs. 408.6 crores in 1987-88. 
However, both sanctions and disbursements of foreign 
currency loans declined by 44 per cent to Rs. 195,6 crores 
3 
and 4.8 per cent Rs. 195.4 ccores respectively, during 
the year. While sanctions by way of under-writing and 
direct stibscriptions to capital issues declined to Rs.72.9 
crores from Rs. 78.4 crores in 1986-87 related disburse-
4 
ments increased to Rs* 28.8 crores from Rs. 24.5 crores 
during the preceding year. Sanctions by way of suppliers 
credit rose to Rs« 163.4 c^ o^res from Rs. 146.6 crores 
while disbursements under the same declined to Rs. 69.8 
5 
crores from Rs. 85.8 crores. 
1. Report on Currency and Finance, Bombay,1987,88 p,335 
2. Ibid, P.335 
3. Ibid, P.335 
4. Ibid, P.335 
5. Ibid, P.335 
Table-ID shows the industiry wise assistance disbursed 
by the IFCI and the ICICI from 1984-85 to 1986-87. 
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The table indicates that the total assistance of 
Industrial Finenoe Corporation of India (IFCI) in the 
industrial sector went up from Rs« 450,64 crores in 
1984-85 to Rs.'863.49 crores in 1986-87, indicating an 
overall increase or 92 per cent with a rate of growth 
of nearly 30.5 per cent. Similarly the total assistance 
of Industrial Credit and Investment Corporation of India 
(ICICI) in Industrial Sector has increased from Rs*368*36 
crores in 1984-85 to Rs. 799.79 in 1986-87, indicating an 
overall increase of 117.1 per cent« with a rate of growth 
of nearly 39 per cent. The i ndustries which claimed a 
significent share in the IFCI*s assistance portfolio, 
during 1986-87 weret electrical machinery appliances and 
parts including electronics accounted for 14.5 per cent, 
textile (9«9%), chemical and chemical product (9.9%), 
shiping and transport (7.99?i), cement (7,06%), Iron and 
Steel (6*4%), Sugar accounted for 3*5 per cent. By and 
large, it may be s<dd that electronics, transport equip-
ment and food products have started taking a significant 
position in the Industrial Sector of the country. The 
textile industry during the year, took considerable 
advantage under the Textile Moderation Fund Scheme, and 
it also took a good position project number wise in the 
IFCI'8 assistance portfolio in 1986-87. 
On the other hand* the total assistance o£ Indust-
rial Credit and Investment Corporation of India (ICICI) 
in Industrial Sector has Increased from Rs« 368.36 crores 
in 1984-85 to Rs« 799.79 crores in 1986-87, indicating 
an overall increase of nearly 117 per cent* The industries 
which claimed a significent share in the ICICI*s total 
assistance portfolio during 1986-87 were sugar food prod-
cts# textiles paper and paper products and rubber products 
which accounted tor nearly 17*4 per cent* basic industrial 
chemicals fertilizers other chemicals, cement, basic 
metal industries and metal products except machinery and 
transport equipment, electric generation and distribution 
shipping and miscell«neous industries which accounted for 
nearly 31*91 per cent during 1966-87. 
From the above analysis it is clear that the rate 
of growth in the amount disbursed by the ICICI in Indus-
trial sector was much higher than the rate of growth 
disbursed by the IFCI. The analysis also reveals that 
the Industrial Credit and Investment Corporation of India 
has helped the Industries which astvital to the future 
industrialisation of the country. 
On the other hfnd* the most distinguished £eature 
of the Industrial Development Bank of India states is that 
It has been assigned the role of the principal flnauncial 
institution for Co-ordinating* in conformity with the 
natural priorities* the activities of the Institutions 
engaged in financing promoting or developing industry. 
The Industrial development Bank of India saoictioned 
financial assistance Rs« 4*857.5 crores in 1987-88. 
8i 
TABLE «• 11 
SCHEMEWISE ASSISTANCE SANCTIONED AND DISBURSED 
' BY THE IDBI^YEAR (APRIL-MARCH) 
(Rs. In Crores ) 
Scheme 
1 
Sanctions y 
1986-87 1987-88 I 
2 3 
Dlsbursements 
1986-87 1987-88 
4 5 
I. Direct Assistance 1,541»6 1,609.5 896,9 1,289,9 
1«Project Finance 
a) Project Loans 1,373*0 1,467.7 839.7 1,230.7 
b) Underwriting and 132.3 115*9 30.2 34.5 
direct subscription 
2.Technical Development 36.3 25.9 27.0 24.7 
Fund 
II. Indirect Assistance 2,810*2 3«248.3 2,182.0 2,316*5 
3.Refinance of Ind- 1«591.8 1,988*7 1,346.3 1,357.8 
ustrial Loans 
4.Re-discounting of 1,014.2 1,058.8 758.7 794.4 
bills 
5.Subscription to 191.3 176*3 162.9 152.8 
share and bonds of 
financial Institu-
tions. 
6.Seed Capital Assistance 12.9 10.5 14.1 11.5 
7.Leasing Finance - 14.0 
Sub Total l-«>2 4,351*8 4,857.8 3,078.9 3,606.4 
Contd... 
8^ 
III. Guarantees for 22.7 21.1 102.0 
Loans/Deferred 
payment 
2. Guarantees - -
in respect 
of foreign 
currency 
loans 
GRAND TOTAL 4^374,5 4^878»9 3>ieO«9 3,606,4 
1) Data are Provisional 
SOURCE t Report on Currency and Finance/ Bombay 1987-88 P.331 
s.: 
The table given above shows that sanctioned amount 
rose by 11*6 per cent sis compared with that of Rs. 4«351»8 
crores in 1986-87* Disbursements during the year at Rs. 
3«606*4 crores were also higher by 17.1 per cent than those 
of Rs« 3#078,9 crores in 1986-87. The growth rates in sanc-
tions and disbursonents in 1986-87 were 18*5 per cent and 
17*8 per cent respectively. 
Direct assistance sanctioned by way ot project loans# 
under-writing and direct subscriptions to shares and deben-
tures of industrial units and loans under technical devel-
opment fund scheme in 1987-88 aggregared Rs. 1«609.5 crores 
which was 4.4 per cent higher than that of Rs. 1,541.6 cror-
es during the proceeding year. Disbursement of direct 
assistance at Rs. 1«289.9 crores during the year was also 
higher by 43.8 per cent than that of Rs. 896.9 crores 
in 1986-87. 
Sanctions and disbursements of indirect assistance 
by way of refinance of industrial loans and rediscounting 
of bills diiring the year aggregated 3«047.5 crores and 
Rs. 2#152*2 crores respectively recording a rise of 17.0 
per cent and 7.3 per cent, respectively over the year under 
review. Refinance assistance rose markedly by 24.9 per cent 
and constituted 61*2 per cent of indirect assistance. 
Compares the inemcial ssistance anctions and 
disbursements by the IDBI and the IFCI trom 1982 to 1987-88. 
S; 
TABLE - 12 
.: FINANCIAL ASSISTANCE SANCTIONED 
AND DISBURSED " BY THE IDBI AND 
THE IFCI FROM 1983^64 to 1987^88 
(Rs. in Crores) 
Year 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
TOTAL 
I F 
Sanctioned 
321.9 
415.4 
499.2 
798.0 
1,051.2 
3,086.7 
C I 
Disbursed 
224.5 
272.9 
403.9 
451.6 
648.6 
2,001.5 
I D 
Sanctioned 
1,766.1 
2,558.4 
2,561.2 
3,151.2 
3,345.7 
13,382.6 
B I 
Disbursement 
1,299.2 
1,477.7 
2,099.8 
2,251.6 
2,673.0 
9,807.1 
SOURCE I Economic Survey, Government of India, 
Ministry of Finance 1988-89, P. 356. 
This table reveals that amount sanctioned by the IDBI 
for tinancial assistance has increased from Rs. 1,766.1 
crores in 1983-84 to iRs. 3,34b.7 crores in 1987-88 indica-
ting an over all increase of nearly 89 per cent. While from 
Rs. 321.9 crores in 1983-84 to Rs. 1,052.2 crores in 1987-88, 
clearing an over all rise of more than 226 per cent. Simi-
larly the aggregate amount disbursed by the IDBI has gone 
up from Rs. 1,299 crores in 1983-84 to Rs. 2,673 crores in 
Ho 
1987-88. This shows an over all increase o£ more than 105 
per cent* The total amount disbxirsed by the IFCi rose by 
nearly 189 per cent during the same period. Thus, from 
the above table it is clear that when we compare the IDBI's 
the 
financial assistance with^FCI in term of disbursements it 
is found that rate of growth in the amount of the IFCI's 
financial assistance is much higher than the rate of growth 
the amount disbursed by IDBI. 
The Unit Trust of India (UTI) was setup in the public 
sector on the 1st feb. 1964. The basic idea behind the sett-
ing up of the Unit Trust of India was the to promote, saving 
and invest habit among the people. The Gross Sale of units 
of Unit Trust of India (UTI) under the various schemes 
operated by it crossed Rs. 2000 crores mark during 1987-88 
July-June) and aggregated Rs. 2#015 crores as against that 
of Rs. 1#261 crores in the last year thus recording a 
rise of 60?i in the last year. Table 1^ shows the year 
wise detail of sales and purchases between 1965 to 1988. 
Data; set out in Table reveals that the Units 
Sales under the Trust's men scheme has Increased from Rs.19.14 
crores in 1965 to Rs. 847 crores in 1988, indicating an 
over all increase of nearly 4«325 per cent. Similarly the 
total units purchases of UTI has gone up from Rs. 0.41 
crores in 1965 to Rs. 42.8 crores In 1988 showing an over 
TABLE " 13 80 
SALES« PURCHASES OF UNITS OF OTI(1965-1988) 
(Rs. In Crores) 
Year Ended 
Juae 30th 
Sales Purchase 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
19.14 
2.15 
9.24 
15.33 
17,16 
22.83 
18.00 
15.08 
23.04 
30.31 
16.74 
20.77 
30.51 
70.86 
96.08 
48.93 
39.66 
65.15 
75.75 
161.15 
381.b7 
0.41 
1.04 
1.99 
1.22 
1.67 
2.04 
3.19 
2.60 
2.97 
3.68 
20.36 
10.95 
7.80 
10.86 
9.13 
13.76 
15.36 
21.70 
12.54 
10.57 
12.33 
Contd.., 
87 
1986 
1997 
1988 
319.35 
149.46 
847.00 
50.77 
27.72 
42.8 
TOTAL 2»498.26 287.46 
A. Provisional 
SOURCE t Compiled from various Annual Reports of^ the im< 
all Increase of nearly 1«0339 per cent. The aggregate sales 
In 1960 were Rs« 48.93 crores against the Rs, 96*08 crores* 
Similarly the total sales of units at Rs. 149.46 crores 
were 53% lower compared to the salesdurlng the previous 
crores. 
year at Rs. 319.35/ The table also shows that purchases 
of units during 1980 at Rs. 13.76 crores were higher by 
50.7 per cent as compa-red to purchase of previous year. 
Table-14 compares the sector wise assistance sanc-
tioned and disbursed by the IFCI and the UTI from 1985-86 
to 1986-87. 
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The table shows that amount sanctioned by the UTI 
In Public Sector has declined from Rs» 188.97 crores in 
1985-86 to Rs, 121*37 crores in 1986-87 indicating an over-
all decrease of nearly 36 per cent while the total anount 
the 
sanctioned by/IFCI in in Public Sector wentup form Rs.40.73 
crores in 1985-86 to Rs, 68.76 crores in 1986-87, showing an 
over all increase or nearly 69 per cent. Similarly the 
aggregate amount disbursed by the UTI has declined from 
Rs« 159.08 crores in 1985-86 to Rs. 111.12 crores in 1986-87. 
This shows an over all decreae of more than 30 per cent. The 
total amount disbursed by the IFCI in public sector rose by 
nearly 43 per cent from Rs* 31*90 crores to Rs* 45*49 crores 
during the same year* Consequently to total amount sanctioned 
th^ 
by/VTI in Joint and co-operative sectors were also declined 
from Rs* 54 crores in 1985-86 to Rs. 38.27 crores in 1986-87 
and from Rs* 7^00 crores to Rs* 3*00 crores respectively* 
While the IFCI sanctioned more money in 1986-87 than previous 
year in joint sector* But the amount decreased from Rs*42*44 
crores to Rs. 26*45 crores in cooperative sector, showing an 
over all decrease of more than 37 per cent. The aggregate 
amount disbursed by the UTI in Joint sector has declined 
from Rs* 28*05 cz^res to Rs. 24.32 crores to showing an over 
all decreased of nearly 13 per cent. Similarly the aggregate 
amount disbursed by the IFCI in Joint sector declined from 
Rs. 72.48 crores to Rs* 63.48 crores in 1986-87, which shows 
fju 
an over all decrease of oearly 12 per dent« and amount 
disbursed in co-operative sector also declined from 
Rs. 54 crores to Rs. 28.14 crores* 
As fau: as private sector is concerned the amount 
sanctioned by the UTI has declined from Rs. 446 crores to 
Rs. 302 crores indicating an overall decrease of nearly 
32 per cent. The aggregate amount sanctioned by the IFCI 
has increased from Rs. 354 crores to Rs. 579.73 crores which 
shows an overall increase of nearly 64 per cent. 
The Life Insurance Corporation of India occupies a 
uniqpie position among the financial institutions that operate 
in Indian Capital Market* The Government o f India nationali-
sed Life Insurance business in 1956 and set up the Life 
Insurance Corporation of India (Lie), Financial assistance 
sanctioned and disbursed by Life Insurance Corporation of 
India Lie, during 1987-88 (April-March) aggregated Rs. 362.7 
crores and 342*3 crores respectively as compared with t);io^ e 
of Rs. 363 crores and Rs* 389.8 crores* 
Table-15 indicates total investment provided by Life 
Insurance Corporation (LlC)in 1986-87 and 1987-88 . 
1. Report on Currency and Finance* Bombay, 1987-88, p.340 
TABLE - 15 
INVESTMENT BY tHE LIC 
ni 
iRs, in Crores) 
Sector 
As at the end of March Net during April-March 
1987 1988 1986-87 1987-88 
Public Sector 10,259«3 11«833.4 1,195.5 1,574.1 
Private Sector 1,408.1 1,630.0 286.8 221.9 
Joint Sector 86.9 88.5 18.9 1.6 
Cooperative 
Sector 1,058.6 1,160.3 21.8 101.7 
T O T A L 12,812.9 14,712*2 1,523.0 1,899.3 
SOURCE I Report on Currency and Finance, Bombay, 1987-88, P. 340 
The table shows that the investments of the Life Insu-
rance Corporation of India increase by 14.8 per cent to 
Rs. 14,712.2 cxt>res at at the end of March 1988 from Rs. 12,812.9 
crores as at the end of March 1987. The sectorwlse classifica-
tion of the Lie's investment indicates that the Public Sector 
announce for Rs. 11,833.4 crores (80.4 per cent) that the 
n:^ 
private sector Rs« 1«630.0 crores (11.1 per cent) co-operative 
sector Rs. 116.3 crores (7.9 per cent) and Joint sector 88.5 
crores (0.5 per cent) as at the end of March, 1988. 
Table 16 given below compares the financial assistance 
sanctions and disbursements by the IFCI and the LIC from 1983-84 
to 1987-88. 
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The table shows that the total amounts sanctioned by 
the IFCI to the corporate sector has Increased from 
Rs. 450.66 crores in 1984-85 to Rs. 853.02 crores in 1986-87, 
showing an over all increase of more than 89 per cent and 
a rate of growth of 29,6 per cent. Similarly, the Lie's 
total investment the corporate sector raised from Rs.566.30 
crores in 1984-85 to Rs* 1/023 crores in 1986-87, indica-
ting an over all rise of nearly 38.5 per cent, which shows 
a annual rate of growth of nearly 12.5 per cent. So it is 
clear that the amount invested by the Lie in the corporate 
is much higher than the amount provided by the IFei. But 
when we calculate the annual rate of gorwth, 
we ^  found that the rate of growth in 
the investments of the IFCI is much higher than the rate 
of growth in the Investment of the Lie. 
The State Financial Corporations were set up to 
provide the long and medium term capital requirements.of 
small scale and medium sised industries. The Govt, of 
India passed in 1951«> the State Financial Corporation Act. 
The State Financial Corporation are all respects miniature 
addition of the IFCI at the centre. The first State 
Financial Corporation to be set up was the Punjab State 
Financial Corporation in 1953 • At present 18 state 
Financial Corporations have been set up in various states 
f)u 
The SFCs collectively subserve the broad national objectives 
of economic growth with accent on promotion of small enterp-
prises# balance regional Growth and Widening of the enter-
preneural base through encouragement of new enterpreneurs• 
Table-17 indicates financial assistance sanctioned and 
disbursed by the States Financial Corporations between 
1980«81 and 1987-88. 
TABLE - 17 
FINANCIAL ASSISTANCE SANCTIONED AND DISBURSED BY 
the SFCs(19eQ'«Bl to 1987-88) 
(Rs. in Crores) 
Year Sanctioned Disbursed 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985T86 
1986-87 
1987-88 
1. 
1-
1. 
370.5 
509,6 
611.6 
644.9 
743.1 
r009.1 
,206.3 
r308.1 
248.0 
317.7 
404.0 
435.5 
497.7 
608.5 
791.5 
941.4 
TOTAL I 6,403.2 4,244.3 
SOURCE : Compiled from Economic Survey, Govennment of 
India and Report on Development Banking in 
India, the IDBI 
no 
Table depicts^the aggregate financial assistance 
semctioned by the SFCs has increased from Rs. 370.5 
crores in 1960-81 to Rs, 1«308.1 crores in 1987-88, 
indicating an overall increase of nearly 253 per cent. 
Similarly the total disbursements by the SJ^ Cs went up from 
Rs. 248*0 crores in 1980-81 to Rs. 941.81 to Rs. 941.4 cror< 
es in 1987-88* showing an over all rise of more than 299 
per cent during the petiod. Table 18 indicates the 
financial assistance( sanctioned and disburse^)by all 
financial institutions during the year 1983-84 to 1987s88. 
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TABLE - 18 
FINANCIAL ASSISTANCE;.SANCTIONED AND DISBURSED BY THE 
IFCI AND OTHER FINANCIAL INSTITUTIONS 
(1983-84 to 1987-88) 
(Rs, in Crores) 
Institution 1983-84 1984-85 1985-86 1986-87 1987-88 
1.Industrial Finance 
Corporation of 
India (IFCI) 
Sanctioned 
Disbursed 
2.Industrial Credit 
Investment Corpo-
ration of India 
(ICICI) 
Sanctioned 
Disbursed 
321.9 
224.5 
507.6 
334.2 
415.4 
272.9 
620.7 
392.7 
499.2 
403.9 
708.2 
482.2 
798.0 1 ,052 .2 
49 l*o 648.6 
.  1 ,118 .3 1 ,283 .3 
695.5 771.2 
3.State Financial 
Corporation(SFC9) 
Sanctioned 
Disbursed 
644.9 743.1 1,009.1 1,210.8 1,308.1 
435.5 497.7 608.5 791.9 941.4 
4.Industrial Developm-
ent Bank of India' 
(IDBI) 
Sanctioned 
Disbursed 
1,766.1 2,558.4 2,561.2 3>151,2 3,345.7 
1,299.0 1,477.7 2,099.8 2,257,6 2,673.2 
5.Unit Trust of 
India^(UTl8) 
Sanctioned 
Disbursed 
165.8 357.3 696.6 465.0 1,024.8 
139.3 236.2 528.8 417.0 749.1 
Contd.«•« 
0 ' 
6*Life Xnsurance 
Corporation o£ 
India (Lie) 
Sanctioned 
Disbursed 
TOTAL 
Sanctioned 
Disbursed 
i 166.8 
140.9 
3,573.1 
2,573.4 
219.9 
161.5 
4,914.8 
3,038.7 
383.6 
261.9 
5,857.9 
4,385.1 
383.8 
389.8 
7,127.1 
5,002.8 
362.7 
342.3 
8,376.8 
6,125.8 
Compiled from Economic Survey, Government of India Ministry 
of^Finance 1988-89. 
The table reveals that assistance sanctioned by the 
IFCI and other financial institutions (viz. the IDBI, the 
ICICI the UTI, the H C , the SFCs) rose up by 17.5 per cent 
to Rs. 8,376.8 crores in 1987-88. Similarly assistance disbur-
sed byjthese financial institutions aggregating Hs.6,125.8 
crores in 19 87-88, recording on increase 9f 22 per cent over 
the disbursements of Rs. 5,002.8 crores in 1986-87, 
Date set out in table also shows that amount of sanctions -
the 
by/IFCI has increased from Rs. 321.9 crores in 1983-84 to its.l,052.2 
crores in 1987-88, indicating an overall increase of nearly 
227 per cent, and disburs^nent increasea by nearly 189 per cent 
i.e. from Ra, 224.5 crores in 1983-64 to Rs. 648.6 crores in 
1987-88 during the period under > review. Similarly the amount 
sanctioned during the period under review, similarly the 
amount sanctioned by the ICICI went up from Rs. 507.6 crores 
in 1983.84 to Rs, 1,283.3 crores in 1987-80 showing an over 
!IJ 
all rise of more than 152 per cent, the disbursements has 
also gone up from Rs, 334.2 crores in 1983-84 to Rs, 771.2 
crores in 1987->88. Likewise the industrial Development 
Bank of India sanctioned Rs. 1,766.1 crores in 1983-84 
to Rs. 3,345.7 crores in 1987-88 i.e. an increase of 
nearly 89 per cent. The affloxint disbursed by the lOBl went 
up by 106 per cent i.e. from Rs. 1,299 crores in 1983-84 
to Rs. 2,673.2 crores in 1987-88. 
The State Financial Corporation sanctioned finan-
cial assistance Rs. 644.9 crores in 1983-84 to Rs. 1,308.1 
crores in 1987-88. This shows an overall increase of more 
than 102 per cent. The amount disbursed by the SFCs has 
gone \ip nearly 116 per cent i.e. from Rs. 435.5 crores 
in 1983-84 to Rs. 941 crores in 1987-88. The unit Trust 
of India (UTI) sanctioned Rs. 165.8 crores in 1983-84 to 
Rs. 1,024 crores in 1987-88 i.e. an over all rise of nearly 
518 per cent. The amoxint disbursed by the UTI constituted 
for 438 per cent, from Rs, 139.3 crores in 1983-84 to 
Rs. 749.1 crores in 1987-88. Consequently t he Life 
Insurance Corporation sanctioned for financial assistance 
Rs. 166.8 crores In 1983-84 Rs.362.7 crores in 1987-88, sho-
wing an over all rise of nbarly H 7 per cent. The amount 
disbursed by the LIC accounted for 143 per cent i.e. 
from Rs. 140.9 crores in 1983-84 to Rs. 342.3 crores 
in 1987-88. 
lOu 
From the foregoing analysis It can be concluded that rate 
of growth In the amount sanctioned and disbursement for 
financial assistance by the Unit Trust of India (UTI) Is 
much higher than the rate of growth In the amount sanc-
tioned and disbursed of other financial Institution --> 1 
like the IPCI the Lie, the ICICI, the 10 31 and so on. The 
Uhit Trust of India (OTI) recorded the top position for 
financial assistance which can be seen from table-ia. The 
rate of growth in the amount sanctioned and disbursed by 
the UTI constituted 103#6 per cent and 87.6 per cent 
respectively. The Industrial irlnance Corporation occupied 
second position tor rinanclal assistance xn various sector 
and Industries, the rate of growth In amount sanctions 
and disbursement by the IFCX accounted for nearly 45.4 
per cent and 37*8 per cent respectively between 1983-84 
and 1987-88. 
Finally it may be observed that various financial 
institutions like the UTI, the LIC, the toBI, the ICICI, 
the SFCs and the IFCI etc are investing their mobilised 
money in different sectors and areas of the country. 
The IFCI along with these institutions perform a very 
useful function in building the economy of our country by 
financing the industrial development activities of the 
country. It is now conflA^yl that the role of the IFCI is 
mi 
unique in the provision o£ financial accx>minodation to indus-
tries in the country. It plays a dynamic role in develop-
ment of Industries in the Country, In the next chapter 
the main conclusior^ and findings of this study will be 
discussed. 
CHAPTER - 4 
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CHAPTER - 4 ' 
FINDINGS AND CONCLUSIONS 
In the previous chapter, a comparative study of the 
Investment policy of the industrial jflnance Curporatlon 
(IFCI) and other financial Institutions was made. Here in 
the final chapter o f this dissertation* the findings and 
conclusions of the work will be presented. 
It has been observed that the IFCI provides medium 
and long term credit to large scale industries organised as 
Public limited Companies or co-operative societies In-corpo-
rated In India engaged an proposed to engage in manufacturing, 
preservation and processing of goods, mining generation and 
distribution of electric power or any other form of power 
transport, shipping and hotel industries. The IFCI has made 
a significant contribution to the growth and development of 
Indian Industry during the last 40 or more years of its 
existence* Starting with a modest business of Rs. 3.25 
crores tremsacted in 194;g-49 the first year of IFCI*s 
operation, the IFCI has completed its 40 years on the 30 June, 
1988. With a total sanctioned assistance of Rs. 5,306 crores 
covering 2,857 projects spread over a wide variety of Indust-
ries. At present, the total amount of assistance is Rs.6546.78 
crores for Rs. 3,159 upto the 31st March,1989. 
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The IFCI has travelled many a inlles« setting up 
every year# a new milestone in its history. Today the S 
IFCI Offers not only rupee loans but also foreign currency 
loans convertible in various important currencies of the 
world* the facility of underwriting and direct subscriptions« 
the guarantees for defezred payment:s and loans negotiated 
both at home and abroad* the eqxiipment financing* equipment 
leasing and the supplies credit* to a wide variety of proje-
cts in medium and large scale belonging to the co-operative 
and corporate sectors* Closely related are the merchant 
banking and other financial services* the promotional acti-
vitles* the support to risk capita* venture capital^ techno-
logy finance* entrepreneurship development* management 
development* and a number of schemes in the form of suppor-
tive measures to help and assist the industries in the village 
and small Industries sector* 
It has been observed that the tinancial assistance 
«. 
sanctioned (Rs. 1*357 crores) in respect or 780 projects in 
1987-88 are as high as 58*4 per cent over the previous year's 
sanctions of Rs* 853 crores* while the total advances sanctioned 
by the IFCI during 1943-49 amounted to Rs.3..42 crores. Simi-
larly the total disbursements during 1987-88 r^achea to Rs.730 
crores* recording an increase of 44*1 per cent over the 
previous year*ti cotal disbursements of Rs.507 crores. itfhlle the 
totar disbursement were Rs.l*33 crores in 1948-49. 
1* See Chapter II 
Ill 
It is also pointed out that rupee loans sanctioned 
as Rs. 1,020.34 crores in 1987-88 out of Rs. 1,351 crores, 
indicating 75,5 per cent amount sanctioned in form of 
rupee loans sanctioned as foreign currency loans were equi-
valent to Rs, 220 crores (16«28%) while sanctions by way of 
underwriting and direct subscriptions aggregated to Rs. 74 
crores (5*5% of total). As for as region wise distribution 
of financial assistance is concerned th Maharashtra has 
claimed first position by securing Rs. 792.44 crores (14.93%) 
of total for 499 projects followed by Uttar Pradesh 318 
projects with the assistance of Rs. 742.77 crores (13.99%) 
of total# Gujarat 258 projects, with a assistance of 
Rs. 633.93 cirores (13.07%), Andhra Pradesh, 265 projects 
633*93 crores (13.07%), Andhra Pradesh 265 projects with an 
assistance of Rs* 568.35 crores (10.07%). The remaining 
47.3 per cent of the assistance was shared by other states 
and territories* This clearly show that the IFCI has been 
behaving with partiality while giving loans to different 
regions and states. 
It has also been observed that the highest amount 
has been sanctioned to textile industry (Rs. 648.04 crores) 
12*2% followed by cement industry Rs. 544.50 crores(10.26%) 
1. See Chapter II 
IOTJ 
during the last 40 years* Similarly textile industry 
received the highest disbursed financial assistance Rs* 
515,79 crores (14,27%) followed by cement industry Rs.388,57 
(10,75% of total). The IFCI provided financial assistance 
to rescue the sick units in cotton textile industry. 
Industry.w4ae also« the IFCI has shown discrimination 
between one industry and the other. 
This does not mean that the role of the IFCI in the 
provision of financial other non-financial facilities to 
different industrial sector is not conducive to a balanced 
growth tax industry. It has been found that the IFCI has 
conducted a number of 1 ndustrial potential survey of less 
developed states and union territories in the country. Besides 
Benevolent Reserve Fund (BRF) was created in 1972-7 3 in per. 
suance of an amendment of the IFCI Act 1940 for socially 
desirable objectives. The IFCI constituted the Risk Q_apital 
Founcation for proiriding interest free personal loans to 
enterpreneurs having professional qualification and experience. 
In the year 1987-88 the IFCI had allotted Rs. 267 lakhs for 
is 
Risk Capital Assistance which/21,36 per cent of total allot-
ment for RCF, With a view to promoting research in developmeni 
banking and in financial and industrial managements* the IFCI 
created chairs in the Indian Institute of Management(IIM) 
1, See Chapter II 
KJG 
Ahmedabad aUd Universities of Delhi, Bombay, Calcutta, Gauwah-
ati and Madras. Besides, the IFCI has instituted four IFCI 
Research Fellowship to be given to such Research Fellows 
who will work in the area of development banking including 
industrial economics, regional economics, industrial manage-
ment and financial management* It is also observed that the 
IFCI has assisted a number of programmes for entrepreneurship 
development among the village and tribal people. Such 
include 
development programmes / a progreunme of entrepreneurship 
in Village and Tribal Areas and the Institute of Entrepre-
neurship Development Institute of India. The IFCI with other 
financial institutions viz. the IDBI and ICICI has supported 
National Science and Technology Entrepreneurship Development 
Programoes which provide entrepreneurship training to scien-
tists and other professionals and technocrats. 
It may be concluded that IFCI's performance has been 
of a steady and stable growth. It was started as such 
institution in 1948 which would provide only rupee loans, 
but now it also provides foreign currency loans, the faci-
lity of under writing and direct §ubScriptioR, the guarantees 
for deferred payment, the equipment financing and equipment 
leasing. The financial performance of the IFCI is thus, 
quite impressive and highly satisfactory. It has earned 
a net profit amount to Rs. 52.66 crores in 1987-88, while 
it was only Rs. 2.86 lakhs in 1948-49. In terms of share 
1f)7 
capital the IPCI made satisfactory progress, while share 
capital amounted to Rs. 5.00 crores In 1949 Rs, 70 crores 
during 1979 to 1988. As tar as dividend Is ccnccrned the 
IFCI offered 12?i In the. year of 1987-88 as against 11% 
in 1986-87^ which provided only S% upto 1972,73 due to 
statutory celling, it* transferred Rs. 0,50 lakh to the 
reserve fund in 1949 which has Increased to Bs« 43*45 crores 
in 1987-88, It has invested about Rs. 103.03 crores in the 
as 
year 1987-88/against Rs. 75.64 croresthe previous year. The 
propprtlon of investpient to total assets was 3.19 per cent 
in the ydar 1987*88 as against 3.04 per cent in the year 1987, 
In the light of the above observations, it can be 
pointed out that the Industrial Finance Corporation of India 
(IFCI) has achieved the alms and objectives for which it 
was established. The IFCI Is Investing Its mobilised money 
In different states and regions of our country. Thoughtit 
provided highest financial assistance to Maharashtra followed 
by Uttar Pradesh and less Industrial states of Bihar, Assam, 
Himachal Pradesh, Jammu and Kashmir, Meghalya and Nagaland, 
Andaman & Nlcobar Island etc^ there is an emerging trend to 
erAdJBcate regional Itnbalances In the policies of the IFCI. 
1. See Chapter II. 
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It now provides mora assistance to the less developed States 
and Union Territories. In addition to this, the pattern ot 
financing of the IFCI should change and there must be an 
increasing emphasis on the provision of tlnance to mealum 
sized industries and Industries which can be established In 
semi-urban and rural-areas. Agro based industries and 
industries having expoxrt potential should be earmarked for 
special attention by the IFCI, The Industrial i^ inance Cor-
poration occupies the second position for tinanclal assist-
ance in various sector and Industries, over the past tour 
"Ehe 
decaide^/lFCl has not only grown, out has shown considerable 
dynamism in shaping its policies as well as activities in 
tune with the changing requirements of the economy of the 
country. 
The comprative study of the Investment policy etc. 
of IFCI with other institutions also reveals that In terms 
of the rate of growth in the amount sanctioned and disburse-
ment for financial assistance by the UTI is much higher than 
the rate of growth in the amount sanctioned and disbursed 
by other financial infltitutions like the IFCI, the Lie,the 
ICICI, and the IDBI. The IFCI has played a significant 
role in the development banking an era with the objective 
of subserving the national objectives ad priorities, with 
1. See Chapterr III 
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the above observation^ we wish that it would continue to 
be Innovative and continue to emticlpate and respond to 
the emerging needs of the economy* 
The t^sk before the IFCI has always remained complex 
as well as challenging. In the midst of numer6us problems 
constraints and environmental factors^ if it has been able 
to march forward steadily and progressively^ it Is due to 
its developmental approach, professional acumen and taith 
in its mission to provide a momentum to our industrial 
aeveloproent. The position of the IFCI in the arena ^^ 
industrial aevelopment can not be taken as a static concepti 
It should emerge as/dynamic institution providing finan-
cial and other infrastructural facilities to the develop-
ment of industries in the country. 
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